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TUESDAY, AUGUST 28, 1951 


Unirep States SENATE, 
Task Force oF THE PREPAREDNESS SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The task force of the Preparedness Subcommittee met at 2:30 p. m., 
in the District of Columbia Committee room, United States Capitol, 
Hon. John C. Stennis (chairman of the task force) presiding. 

Present: Senator Stennis (presiding), Hunt, and Bridges. 

Also present: Senators George, Maybank, Ellender, Russell, Spark- 
man, Fulbright, and Long. 

Mark H. Galusha and Col. D. J. Renfroe of the committee staff. 

Charles S. Brewton, administrative assistant to Senator Hill. 

Senator Stennis. We will come to order. 

Let me say this, Mr. Secretary, that Senator Hill has expressed a 
very keen interest in this matter. Mr. Brewton, his administrative 
assistant, is here to represent him, and we are very glad to have him 
present. 

Senator Sparkman is leading the bill on the floor and I believe he 
will be in later. 

Senator Fulbright is coming over and Senator George has been here. 

Senator Maybank is here and Senator Ellender. I understand 
that Senator Russell will be here. 

Of this subcommittee, Senator Hunt will be here definitely and 
Senator Bridges has said he will try to be here. 

[havea statement, gentlemen, that I will read into the record first, 
and then, since Senator Maybank is with us, I am going to ask him 
to see if he has anything to say, and then we will call on you, Mr. 
Secretary, for your presentation. 

Gentlemen, today’s hearing is the first of a series in which we hope 
to make a thorough and comprehensive study of the question of stock- 
piling cotton. In creating this task force, three lines of inquiry were 
— 

To check the responsible agencies to determine estimated defense 
re ativetouiea and availability of supplies of cotton, not only now but 
in the future. 

To look into the various technical and economic problems that 
would be involved in stockpiling. 

To determine what steps should be taken to assure this Nation 
adequate supplies of cotton for the preparedness program. 

The members of the task group are Senator Hunt, Senator Bridges, 
and myself. 

The stalemate in the Korean cease-fire talks and the breaking off 
of the oil negotiations in Iran have intensified the urgency of the 


1 
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problem confronting our military. We have a responsibility to see 
that no part of our preparedness program is permitted to lag. We 
must make sure that our supplies of cotton are not further depleted. 
We must-not permit our preparedness program to depend upon the 
uncertainties of weather and of cotton pests. Should we do so, we 
are in danger of being caught short on this basic fiber. The farmer 
can be depended upon to meet the requests made of him for produc- 
tion. He will not strike. The elements of nature, however, are 
beyond his control. 

Sixty percent of the Federal budget for 1952 which the Congress 
has been asked to approve has been requested in the interest of our 
national security. There is every indication that the appropriation 
for the Department of Defense alone may exceed $65 billion for the 
current fiscal year. 

That is almost twice the total income of the Nation just 18 years 
ago, 18 short years ago, and I have heard enough to prove to me that 
that is going to be just a down payment and it will be much larger 
than that next vear. 

This does not include funds for foreign economic aid, military aid, 
atomic energy, national production assistance, and the many other 
appropriations requested because our national security is threatened. 

Stockpiling, like saving for the rainy day or storing for the long 
winter, is an extremely important preparation for a war that may be 
forced upon us. Our stockpiling to date has been limited to those 
critical materials actually required by the fighting forces which are 
not produced in sufficient amounts within our own country. I 
believe that we might very well consider stockpiling in limited amounts 
some of those items which we do produce but which are subject to 
uncontrollable and wide fluctuations in year-to-year yield. 

The object of our whole preparedness program is to guarantee a 
constant long-range readiness of our defenses. Certainly there is no 
safety in dependence upon the year-to-year yield of any single crop. 
There is no soundness in such a procurement policy. 

Senator Hunt, I recall that you were chairman of a similar task 
group to consider the stockpiling of wool. While I do not have all 
the facts, 1 am informed that the decision to stockpile wool came after 
the excess of our daily needs was depleted so that while we have a 
wool stockpiling program, there is none in the stockpile. I hope a 
similar mistake will not be made with regard to cotton. 

We are privileged to have with us to assist in our consideration of 
this subject the Secretary of Agriculture, Hon. Charles F. Brannan. 

Mr. Secretary, I hope that you will be frank and give us your views 
and recommendations with respect to this subject matter. 

But before you begin, Mr. Secretary, we have these members of the 
Senate here with us this afternoon. 

Gentlemen, I am glad to have you here; also, I am very glad to 
have the Secretary of Agriculture here. I do not want to keep him 
beyond his time, but if the Senators that are here have a brief word or 
two to say, I will in deference to them—and the Secretary, 1 am 
sure, will be in harmony with that—ask them if they have anything 
they wish to say. 

Senator Maybank? 
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STATEMENT OF HON. BURNET R. MAYBANK, UNITED STATES 
SENATOR FROM THE STATE OF SOUTH CAROLINA 


Senator Mayspank. Mr. Chairman, I certainly do appreciate 
that courtesy, because I have got to go down very shortly indeed to 
the Appropriations Committee. 

I only want to say this, Mr. Secretary, that I appreciate, as I think 
we all do, your very deep interest in the farmers of this country. 
The farmer has no better friend than you, Mr. Secretary. We may 
have had our differences, but I know that his primary interest is the 
welfare of agriculture in this country. 

As to cotton, purchases have been increasing, and the Export and 
Import Bank is involved; also, having the Army buy it meets with our 
approval. 

We had a meeting of the Appropriations Committee last week 
where cotton was discussed with the Army representatives, and I 
think you were there, Mr. Secretary, and we sought vour advice. 

This morning we had a meeting of the Banking and Currency Com- 
mittee and we are going to have another meeting in the morning 
tomorrow. Mr. Gaston made a very excellent presentation. 

Mr. Gaston wishes $1 billion more in the loaning power of the 
Export and Import Bank. 

Now, as you may know, they have lost less than one one-hundredth 
of 1 percent on their loans—and that was where they had some things 
which they had to do by act of Congress, where they will start paying 
back in 1956, I think loans of the ECA. 

My opinion as to the reactions of the members at the meeting this 
morning is just about this: 

Senator Douglas, as chairman of the subcommittee, is for 
Senator Bricker, who discussed the Republican side since Senator 
Capehart could not be at the meeting, is for it; and I hope that 
Senator Fulbright and other members of the Banking and Currency 
Committee will increase this power of the Export and Import Bank 
by $1 billion, which will give them additional authority. 

Although he claimed that hs is down now to $500 million—well, as 
you know, the stockpile is going to take care of that, what with 
manganese and other critical materials. So, if we increase it $1 bil- 
lion for legitimate loans, then we may be able to help materially 
Western Germany and Japan to import cotton. 

I can only say, Mr. Secretary, that I appreciate the thoughts that 
you have given from the agricultural standpoint, I certainly do. 

There is nothing else that I have to say, Mr. Chairman, except that 
I believe that if we stockpile cotton we will not be making any mistake. 

I believe that the Secretary is doing a marvelous job, and that was 
proven to me when I was home over the week end, talking with these 
PMA committees and others. At the same time, there are a lot of 
poor farmers, small farmers, those fellows who have 1 to 15 bales, 
that are disposing of their cotton; and it is rather a sad situation, and 
1 think that some thought could be given to them. 

Another thing, as the Secretary said the other morning—and, if I 
am wrong, correct me, Mr. Secretary—England would probably 
stockpile 1,000,000 bales. Is that right? 
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Secretary BRANNAN. We have some indications of that. 

Senator MayBank. Yes; that is what I mean: that we do have 
some indications that they will; and England stockpiled wool before 
we got any. 

Mr. Chairman, that is all I have. 

Senator Stennis. Thank you very much, Senator. We are cer- 
tainly glad to have you here. 

Senator Fulbright? 


STATEMENT OF HON. J. WILLIAM FULBRIGHT, UNITED STATES 
SENATOR FROM THE STATE OF ARKANSAS 


Senator Futsricut. Mr. Chairman, I came here mainly in order to 
hear the Secretary speak. However, I might say that I think our 
interest in cotton is a little different from some of the other programs 
that we have had. I do not think that we should overlook that m our 
prior supports. If I am correctly informed, the Government made a 
profit of $200 million; so, perhaps we are not taking the same risk in 
stockpiling cotton as we would in potatoes or the other favored prod- 
ucts of the Department of Agriculture. 

Therefore, I do not think that this is a rash scheme that we are 
being asked to indulge in, and I think we can do it with safety to the 
Public Treasury. I hope that you will give it serious consideration. 

Senator Srennis. Thank vou very much, Senator Fulbright. 

Senator Long, we are glad to have you here. Do you have any 
comment? 


STATEMENT OF HON. RUSSELL B. LONG, UNITED STATES SENA- 
TOR FROM THE STATE OF LOUISIANA 


Senator Lone. Mr. Chairman, I will agree to what the other Sena- 
tors have said. 

| think that probably you could not acquire cotton any cheaper 
without its being a great hardship on the farmers producing the cotton. 
Therefore, if we are going to stockpile, then I believe that now would 
be the appropriate time to do it; certainly we should not wait until 
the price has got out of hand or until world conditions have got so 
that we could not get the cotton. 

Senator Futsricut. | have one question of the Secretary, if I may. 

“s nator STENNIS. Surely, Senator. 

enator Fuutsricut. If I recall correctly, the Secretary did indicate 

a a meeting we had in the spring that he thought the farmer should 
get 40 cents or 41 cents for this year’s cotton crop, in view of the cost 
of production. 

Do you remember that meeting with Mr. DiSalle in the committee 
room? 

Secretary BRANNAN. I do. 

Senator Futsricut. And that, I believe, was the Department’s 
view: that somewhere in that neighborhood would be a fair price. 
Is that correct? 
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qn 


Secretary BRANNAN. I do not think we introduced a figure. 

Senator Futsricut. I believe we were talking about a ceiling of 
45% cents. Do you remember talking about that? I thought you 
could remember that. 

Secretary Brannan. Well, I really try to stay out of Mr. DiSalle’s 
field. 

Senator Futsrieut. That is right, but I thought you were trying 
to help us that day. 

Senator Stennis. Yes; I remember that statement, and I thought 
it was helpful to us. 

Senator, do you have something else now? 

Senator Futsriaut. No, Mr. Chairman. I just wondered if he 
remembered it. He might dwell on that subject a little bit. 

Senator Srennis. Senator Hunt, we started before you arrived. I 
read a short statement. Is there anything you would like to say 
now preliminarily to the Secretary’s testimony? 

Senator Hunr. Nothing at all, thank you, Mr. Chairman. 

Senator Stennis. We are going to try to get the facts here. 

Senator, you have rendered very fine service to the subcommittee 
with reference to wool. 

Senator Hunt. Only, I did not get the job done. 

Senator Stennis. Well, you had a lot of good experience to use on 
this. 

Mr. Secretary, we are very glad to have you here today, and all 
of us apprec iate the very profound interest that you have in the 
whole picture of our agriculture. 

This is not a matter concerning the price of cotton. This is with 
reference to the military program. We are very appreciative for 
your keen interest and what you have done; and you have done a 
very good job. 

Senator MayBank. If you will excuse me, Mr. Chairman, I will 
have to leave; but, eh I would like to say that, as I remember, the 
Farm Bureau and the Grange and the other councils and different 
organizations who appeared before the watchdog committee when 
Mr. DiSalle was here—and I see some of them here—have worked 
diligently and they believe that we would. produce sufficient cotton 
to meet the world export demand; and that those exports would 
be sufficient, along with the domestic consumption, to keep the price 
of cotton up to around 41 cents 

I mention that because I think that they are the ones who made 
the statement, as I remember; and, of course, Mr. Secretary, you 
opposed the ceiling of 41 cents at that time. 

Secretary BRANNAN. I opposed the method. 

Senator Stennis. Thank you very much, Senator Maybank. Iam 
sorry you have to leave. 

Mr. Secretary? 
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STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY C. D. WALKER, DIRECTOR, 
COTTON BRANCH, DEPARTMENT OF AGRICULTURE; W. CAR- 
ROLL HUNTER, SOLICITOR, DEPARTMENT OF AGRICULTURE; 
GEORGE E. COOPER, CHIEF, COMMODITY CREDIT DIVISION, 
OFFICE OF THE SOLICITOR, DEPARTMENT OF AGRICULTURE; 
AND HAROLD K. HILL, DEPUTY ADMINISTRATOR, PMA, 
DEPARTMENT OF AGRICULTURE 


Secretary BRANNAN. Secretary Stennis and gentlemen, as you are 
aware, the convening of this meeting was on rather short notice. 
Therefore, I do not have a prepared statement, and perhaps that is 
just as well. 

I have brought along a document entitled ‘“The Market—or the 
Loan?—Facts About the 1951 Cotton-Supply Situation and Cotton- 
Loan Program.” 

This is a document which we have distributed to cotton producers 
in an effort to encourage them to make full use of the loan for their 
best interests. 

I only submit it to the committee here because it has in the back 
of it several tables to which all of you might wish to refer. Whether 
or not you care to put it in the record, Mr. Chairman, is entirely 
within your discretion. It is not primarily submitted for that pur- 
pose. 

Senator Stennis. Without objection, the document will be made a 
part of the record. 

(The document above referred to is as follows:) 


THE MARKET—OR THE LOAN?—FACTS ABOUT THE 1951 COTTON- 
SUPPLY SITUATION AND COTTON-LOAN PROGRAM 


—Why cotton is needed. 

—Why the supply is not excessive. 
—Future outlook for cotton. 
—Recent loan-program results. 
—How to get a loan. 


(Production and Marketing Administration, United States Department of Agri- 
culture, Washington, D. C., August 1951) 


Wuyr We Neepep a Bie 1951 Corron Crop 


Cotton farmers were asked to produce a big crop in 1951, at least 16 million 
bales. This appeal was made because of a shortage of cotton—one of the most 
important commodities in our daily living—in meeting domestic and foreign 
demands. Demands for cotton increased greatly at home and abroad following 
hostilities in Korea. The 1950 crop was substantially below expectations, due 
to small acreage and one of the worst growing seasons in years. Despite problems 
encountered in acquiring necessary materials and facilities and substantial in- 
creases in production costs and other difficulties, cotton growers planted sufficient 
acreage to produce the 16,000,000-bale goal and more. Once again cotton pro- 
ducers have met the challenge and are now harvesting a larger crop than many 
people thought it would be possible to grow in 1951. 

Failure of foreign countries to increase cotton production much since the war, 
because the land was needed for food, increased the pressure from foreign coun- 
tries for our cotton. The supply for export in foreign producing countries be- 
came practically exhausted. The foreign demand for United States cotton 
became so strong that our supply for increased civilian use, larger military and 
defense requirements, and minimum reserve stocks was threatened. It became 
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necessary, therefore, to regulate the amount of cotton for export, in order to 
assure our mills of sufficient cotton and prevent consequent shortages of cotton 
goods. All this was because the total supply of cotton was down more than 20 
percent from 1949, while the requirements were 15 percent higher. ; 

In addition to the shorter supply and the increased demand, the uncertain inter- 
national situation following the Korean outbreak pointed up the desirability of 
restoring our reserves of cotton, which promised to be at min mum levels or below 
by the time the 1951 crop came to market. During the last war a large reserve 
supply of cotton, one of our most important raw materials, permitted cotton 
lands to be devoted to critical food production. ‘ 

Cotton fatmers have responded to these needs by producing a big crop in 1951. 


Wuy THE 1951-52 Supp.ty Is Nor Excessive 


Even with a prospective big crop in 1951, the supply of cotton will not be ex- 
cessive. The estimated supply of cotton in the United States and estimated re- 
quirements for United States cotton for the marketing year beginning August 1, 
1951, are shown below, in running bales or the equivalent. (It is somewhat early 
in the season to accurately estimate 1951-52 supplies and requirements. However, 
the following estimates are considered reasonable at this time.) 


What is our supply of cotton 
Running bales 


Casry-over, Aug. 1, 1051 (estimated) .............6.............. 2, 000, 000 
Estimated 1951 crop (August crop report) ........-.------------ 1 17, 000, 000 
Estimated imports (special types) - ............------.--------- 200, 000 

pL EE PIO rs cio Sen icd aves teeeesuenced 19, 200, 000 


What are the estimated needs for our cotton from Aug. 1, 1951, 
to July 31, 1952? 


Running bales 


Reenne Goma Ss so Sn eee Sekt Seow wad au 10, 500, 000 
RR bt oS ioe. 2o eae Wb atecnin ce keues cu deen 5, 500, 000 
Ale TIN aig ie eaten Ce d dee eet bade dae wees 16, 000, 000 


Indicated carry-over we will have Aug. 1, 1952 
Running bales 





ile Sep Bey lye PT re ef SSO ae Cae aE Ee See eR 19, 200, 000 
Senn OO oooh EE At Rew cauwbssomaaes 16, 000, 000 
err aed Bitte 2 Te ee ee ee eee oe 3, 200, 000 


' As later estimates are released by the Crop Reporting Board, they should be used in lieu of this figure 
for more accurate appraisal of the then current situation. 


1951-52 supply in the United States 

Carry-over.—The carry-over of cotton in the United States on August 1, 1951, is 
estimated at 2,000,000 bales. This compares with a carry-over of 6,846,000 bales 
on August 1, 1950, and is the smallest carry-over in the last 25 years. 

1951 production.—A production of 17,000,000 running bales is indicated by the 
Crop Reporting Board’s August forecast. Production in 1950 totaled 9,908,000 
running bales. 

Imports.— Estimated imports of 200,000 bales of special-type cottons. 

Total supply.—lIt is currently estimated that the total supply for the marketing 
year from August 1, 1951, will be 19,200,000 running bales. This is the total 
quantity of cotton available for supplying both domestic and export demands for 
the year beginning August 1, 1951. It must take care of our high-level civilian 
and military needs, provide cotton for export, and leave a carry-over for use of 
mills from August 1, 1951, until the 1952 crop reaches them. This compared with 
a total supply of 16,900,000 bales for the past season. However, this indicated 
supply is much smaller than the large supplies of other years. For example, 
annual supplies of cotton in the United States have been less than the estimated 
supply for this vear in only seven times out of the last 20 years. In fact, supplies 
were between 20 and 25 million bales for 13 years during this 20-year period, 
averaging around 23 million bales most of the time. (See table 1.) 
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DOMESTIC CONSUMPTION AND EXPORTS 


1950-51 marketing year 

Domestic consumption.—It is currently estimated that United States mills will 
consume about 10,500,000 bales of cotton in the 1951—52 season, in order to meet 
the present large civilian and military requirements. In the season ending July 
31, 1951, it is estimated that domestic mills consumed in excess of 10.6 million 
bales. Domestic consumption has been consistently higher since the 1940-41 
season than during any other like period. In 4 out of the last 11 years it has 
exceeded 10 million bales and during 9 of those years consumption exceeded 9 
million bales. 

Mill consumption of cotton tends to rise or fall with industrial activity and con- 
sumer incomes. The continued high level of industrial activity brought about 
through larger production for defense and resultant full employment and high 
incomes should cause the strong demand for cotton products to continue through 
the current cotton crop vear. 

Rr ports.—It is estimated that our foreign customers will take at least 5,500,000 
bales of United States cotton during the 1951-52 season for their regular and 
defense needs. This estimate is based on indicated import requirements of 
foreign countries for cotton from all sources, the proportion of such requirements 
from the United States, and the actual requests for cotton from this country. 
Many of the foreign countries have depleted their stocks of raw cotton below 
desirable levels. They will want to build such stocks up by importing more cotton 
than will be needed for mills to consume in this season. The demand for cotton 
by the principal importing countries continues at high levels. Even with the 
advances in cotton consumption during the last 4 years, the per capita consump- 
tion of cotton in most of these countries is still below prewar levels. 

Total domestic consumption and exports.—Currently estimated domestic con- 
sumption and exports for 1951-52 season totals 16 million bales. This compares 
with similar totals ranging between 11 and 13.5 million bales annually domestically 
consumed and exported from 1941 to August 1, 1949. During the 1949-50 season 
disappearance increased to 14.6 million bales and is estimated at about 15 million 
bales for the 1950-51 season even with restrictions on exports placed in effect in 
October 1950. Had supplies been available total disappearance very likely would 
have exceeded 16 million bales. 


CARRY-OVER AUGUST 1, 1952 


The currently estimated carry-over on August 1, 1952, is 3.2 million bales. 
This is by no means an excessive carry-over. In fact, it is below what many 
consider to be desirable under the present conditions of high domestic consump- 
tion and exports and unsettled world conditions and is only a little over 2 months’ 
supply for domestic consumption and exports. 

Several factors enter into the determination of the quantity of cotton which 
would constitute a desirable carry-over at the end of any particular marketing 
vear. These factors include the quality balance of the carry-over, the level of 
disappearance of cotton (consumption and exports), military contingencies, and 
the distribution of the carry-over supplies among the various mills, merchants, 
ete. Since 1920, the carry-over has dropped below 3,200,000 bales eight times 
as shown below. 


Year beginning 


August 1— tunning bales 
1922 , ; 2, 832, 000 
1923 _. : 2, 325, 000 
1924 ; 1, 556, 000 
1925 ; 1, 610, 000 
1928 as 2, 536, 000 
1929__ t ; 2, 312, 000 
1947 nia ; 2, 530, 000 
1951 12,000, 000 


! Estimated. 
Future OvtrLooKk ror Corron 


It is expected that a very strong Comestic Cemand for cotton will continue at 
least as long es the defense progrem is requirec. In view of the favorable economic 
factors, coupled with defense requirements, it is expected that domestic require - 
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ments of cotton will continue at relatively high levels in the 1952-53 season and 
following seasons until the end of the emergency. Similarly, conditions are 
favorable to continued large exports. 


COTTON LOANS AND ORDERLY MARKETING 


Producers will be harvesting a big cotton crop which will be on the market over 
a relatively short period. Mills and exporters cannot be expected to buy their 
entire needs for a year during the short period of time in which the bulk of the 
crop is usually harvested. Consequently, the more closely producer sales are 
coordinated with requirements of mills and exporters the better opportunity they 
have for obtaining prices on the basis of the actual supply-demand relationship. 
The loan program can be used by producers as a means of marketing their cotton 
in an orderly manner—spreading the marketing of cotton over the season rather 
than concentrating sales in the rush harvest period. 


WHAT LOANS HAVE DONE IN THE PAST 


With the exception of 1936, there has been a CCC cotton loan program each year 
since 1933. Since that time there have been 213,536,000 bales of cotton produced 
of which 40,137,000 bales or almost 19 percent have been pledged for CCC loans. 
Repayments have totaled 26,693,000 bales. Since the loans are nonrecourse, re- 
payments generally are made only when the market value of the cotton is in excess 
of the amount of the loan, interest and charges. On the 13,444,000 bales acquired 
by CCC either by purchase or pooling and which was sold by CCC, the return has 
been in excess of $351,000,000 above the amount of loans, interest and charges. 
Substantial amounts of this return have been distributed to producers in the form 
of pool payments, 

In 1948, the crop totaled 14,580,000 bales. CCC loans were made on 5,272,000 
bales and loans on 1,491,000 bales were repaid. ©CC pooled 3,781,000 bales 
which have now been sold and the net proceeds of over $67,000,000 distributed 
among producers having cotton in the pool. 

In 1949, the production was 15,908,000 bales. Producers obtained loans on 
3,190,000 bales and repaid the loans on all except 85,000 bales. <A table is at- 
tached showing the summary and results of loan programs back to 1933. 


FACTS ABOUT THE 1951 LOAN PROGRAM 


The cotton loan program is authorized under the Agricultural Act of 1949. The 
loan rates for the 1951 program are based on 90 percent of the parity price of 
cotton in effect on August 1, 1951, the beginning of the marketing vear the top 
of the permissive range. 

The average loan rate for Middling fifteen-sixteenths-inch cotton is 31.71 cents 
per pound. Appropriate premiums and discounts are in effect for other qualities 
of cotton. These premiums and discounts are based on market differences pre- 
vailing during the 1950-51 marketing vear. 

Loan rates vary by location and for Middling fifteen-sixteenths-inch cotton 
range from a high of 32.55 cents per pound in the concentrated mill areas of the 
Carolinas to a low of 30.97 cents per pound in Arizona and California. Loans 
will be made on cotton represented by warehouse receipts issued by warehouses 
approved by CCC and on farm-stored cotton (secured by chattel mortgages) 
stored in structures approved by PMA county committees. Notes bearing 
interest at the rate of 3 percent per annum, will mature on July 31, 1952, but 
are callable upon demand. Loans will be available through April 30, 1952. 
Loan forms and assistance in obtaining loans are available through PMA county 
committees, approved warehouses, and approved lending agencies. 


Mertruops oF OBTAINING LOANS 
A. FORM A LOANS 


1. Members of organized cotton-improvement groups organized pursuant to 
the Smith-Doxey Act obtain free classification of their cotton under the provisions 
of that act. Samples are drawn by a sampling agent appointed by the group and 
forwarded to a board of cotton examiners. The board returns a classification 
sxard to the producer which is acceptable for loan purposes. The cotton must be 
stored in an approved warehouse. The producer can then take his class card 
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and warehouse receipt to any approved lending agency in his locality and obtain 
a loan. 

2. Producers who are not members of organized improvement groups: These 
producers must place their cotton in an approved warehouse and request the 
warehouseman to send samples to a board of cotton examiners. A charge of 25 
cents per bale is made for the classification. The board sends a class card back 
to the producer which he can use along with the warehouse receipt in obtaining 
a loan on his cotton from any approved lending agency. 


B. FARM STORAGE LOANS 


The producer must place his cotton in a structure approved by the PMA 
county committee. Unless he is a member of a Smith-Doxey group, the county 
committee will arrange for sampling the cotton and sending samples to boards 
of cotton examiners. After the classification of the cotton is received by the 
producer, PMA county committees will prepare loan documents which the 
producer can take to any approved lending agency and obtain his loan. 


Cc. LOANS BY COTTON COOPERATIVES MARKETING ASSOCIATIONS 


Members of cotton cooperative marketing associations may also obtain loans 
through their associations. The cotton must be in approved warehouses. Asso- 
ciations may make loans on their own classification if a board of cotton examiners 
class is not available and if the members so request. Otherwise, the loans are 
substantially the same as Form A loans. 


TaBLeE 1.—Cotton: Acreage, yield, supply, and distribution, United States, 1924 to 
date (tn 1,000 running bales) 

















a Acreage Yield | Supply | Disappearance 
beginning | Pon | plent rd | 
| vation | planted; , A . sd | b 
Aug. 1 July 1 acre | F a —— {Imports| Total  aaeeiti Exports | Total 
——- ———_— — — —— — —\— — —— -— —-- pean errs oe a ——__—_ 
1,000 acres| Pownds | 
1924 40, 690 160 13, 6389 1, 556 303 | 15, 498 6,193 | 8, 005 14, 198 
1925 45, 968 168 1, 610 | 314 | = 18, 047 6, 456 | 8, 051 14, 507 
1926 45, 839 188 3, 543 382 | 21, 680 | 7,190 | 10,927 | 18, 117 
1927 39, 471 157 3, 762 321 | 16, 866 6, 834 | 7, 542 | 14, 376 
1928 j 43, 737 158 2, 536 442 | 17, 275 | 7,091 | 8, 044 | 15, 135 
1929 44, 448 160 | 2,312 368 | 17, 228 | 6, 106 | 6, 690 | 12, 796 
1930 43, 329 153 , 756 4, 530 99 | 18,385 | 5, 263 6, 760 | 12, 023 
1931 39,110 209 16, 629 6, 370 107 23, 106 4, 866 8, 708 13, 574 
1932 36, 494 171 | 12,710 9, 678 124} 22,512 6, 137 | 8, 419 14, 556 
1933 40, 248 210 12, 664 8, 165 141 | 20,970 5, 700 7, 534 13, 234 
1934 27, 860 165 9, 472 7, 744 106 | 17,322 5, 361 4, 799 10, 160 
1935 28, 063 182 10, 420 7, 208 | 152 | 7, 780 | 6, 351 | 5, 973 | 12, 324 
1936 30, 627 194 12, 141 5, 409 249 | 17,799 | 7,950 | 5, 433 | 13, 383 
1937 34, 090 266 18, 252 4, 499 | 158 | 22,909 5, 748 | 5, 595 11, 343 
1938 25, 018 232 11, 623 11, 533 132 | 23, 288 | 6, 858 3, 325 | 10, 183 
1939 24, 683 233 11, 481 13, 033 | 159 | 24, 673 | 7, 784 6,191 | 13, 975 
1940 24, 871 248 | 12, 298 | 10, 564 188 | 23,050 | 9, 722 1,112 | 10, 834 
1941 23, 130 227 10, 495 12, 166 267 | 22,928 | 11,170 1, 125 12, 205 
1042 23, 302 268 12, 438 10, 640 170 23, 248 11, 100 1, 480 | 12, 580 
1943 21, 900 251 11, 129 10, 657 | 139 | 21, 925 9, 943 1, 138 11, O81 
1344 19, 990 204 11, 839 10, 744 190 | 22,773 | 9, 568 2, 007 11, 575 
1945 : 17, 588 246 8, 813 11, 164 | 343 | 20, 320 9, 163 | 3,613 | 12, 776 
1946 aia 227 8, 517 7,326 | - 270! 16,113} 10,025] 3,544] 13,569 
1947 263 11, 557 2, 530 | 234 | 14, 321 | 9, 354 | 1, 968 | 11, 322 
1948 307 14, 580 3, 080 164 | 17,824 7, 795 | 4, 738 | 12, 533 
1949 279 | 15, 909 5,287 | 180] 21,376] 8,750 4,750 | 13, 500 
1950 262 9, 908 6, 846 1180 | 116,934 | +10, 600 4,300 | +14, 900 
1951 ! 281 17, 000 2, 000 | 200} 19,200} 10,500 5, 500 | 16, 000 


| | 





1 Preliminary or estimated. 
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TABLE 3.—Cotlton: Average price for middling '3{-inch cotton in the 10 designated 
spot markets, in cents per pound, seasons 1935-50 ' 


Sep- No- De- 





a ae tem i vem- | cem- —_ aiice March April | May | June | July | —_ 
er ber ber 
1935 11.67 | 10.76 | 11.26 | 12.11 12.02 | 11.96 | 11.66 | 11.72 | 11.92 | 11.89 | 12,33 13. 30 11. 88 
1936 12.44 | 12.4 12.55 | 12.58 | 13.17 | 13.40 | 13.48 | 14.77 | 14.52 | 13.72 | 13.18 12.74 13, 25 
1937 10. 75 9.14 8. 56 8. 26 8. 58 8. 06 9. 34 9, 31 9.17 8. 94 8. 81 9. 24 9. 09 
1938 8.71 8. 41 8. 86 8. 04 8. 74 8. 83 8. 81 8. 93 8. 79 9. 45 9. 78 9. 66 9. 00 
14939 ¥. 20 9. O9 9. 03 Y. 41 10.56 | 10.80 | 10.80 | 10.60 | 10.62 | 10.11 10.48 | 10.38 10. 09 
1940 9. 9] 9. 48 9. 38 9. 66 9.86 | 10.10 | 10.13 | 10.58 | 11.09 | 12.44 | 13.79 | 15.88 11. 00 
1941 16.14 | 17.10 | 16.49 | 16.38 | 17.26 | 18.99 | 19.23 | 19.55 20. 23 | 20.01 | 18.94 | 19. 42 18. 31 
1942 18.57 | 18.72 | 18.89 | 19.27 | 19.67 | 20.44 | 20.71 | 21.16 | 21.20 21.12 | 21.11 | 20.85 20. 14 
1943 20.45 | 20.44 | 20.32 | 19.70 | 19.68 | 20.17 | 20.81 | 2] O7 | 21.04 | 21.01 | 21.52 | 21.64 20. 65 
1y44 21.41 | 21.40 | 21.59 | 21.38 | 21.55 | 21.66 | 21.59 | 21.75 | 22 12 22. 58 | 22.69 | 22. 59 21. 86 
1945 22.38 | 22.50 | 23.13 | 23.93 | 24. 51 24.71 25. 84 26.79 | 27.70 | 27.44 | 29.15 | 33. 40 25. 96 
1946 3+. 49 | 36.88 | 36.07 | 30.89 | 32. 38 31.88 | 33.31 | 35.15 | 35.13 | 35.99 | 37.18 37. 52 34, 82 
1947 1. 34 31. 65 36. 73 33. 61 35. 79 35. 15 76 | 34.18 | 37.22 | 37.55 37.03 | 34.01 34. 58 
1948 1.31 31.18 31.21 | 31.49 32.17 32.59 | 32.55 | 32.64 | 32.97 | 32.85 | 32.76 | 32.090 32.15 
1949 1.04 | 29.98 | 29.61 | 29.78 | 30.30 | 31.03 | 31.98 | 31.93 32.47 | 32.90 | 33.81 | 37.12 31.83 
1950 8.06 40.68 | 39.81 42.24 | 42.59 | 44.20 2) 45.14 | 45.17 | 45.23 | 45.22 | 40. 07 42. 58 


Prices in Charleston (since August 1941. in place of Norfolk), Augusta, Atlanta replaced Savannah in 
December 1950), Montgomery, New Orleans, Memphis, Litth Rock, Dallas, Houston, and Galveston 

Not available: Cotton futures markets were closed from Jan. 27 to Mar. 7, 1951. During this period 
spot exchanges did not quote prices. 


Secretary Brannan. Mr. Chairman, again I want to express my 
appreciation for the privilege of talking the matter over with the 
committee this afternoon. As you are aware, we have discussed this 
with several groups in the Congress and other people interested in 
cotton. : 

We are very much concerned about stabilizing the price of cotton 
and using the facilities available to avoid the abnormal reactions of a 
high-peak market which sometimes occur and which almost always 
operate to the detriment of the producer. Therefore. the oppor- 
tunity to talk it over with you is very much appreciated. 

[ think that the best thing for us to do is to start off with a brief 
discussion of the supply situation, and perhaps refer to one or two of 
the tables that are in the document that you just admitted in the 
record. 

If vou refer to them, I think you will observe that. based upon the 
August crop report, somewhere around 17 million bales plus, with an 
estimated carry-over of about 2 million bales and perhaps 200,000 
bales imported of particular types of cotton which we have tradi- 
tionally let into the country—that our supply situation would be 
somewhere in the neighborhood of 19.200.000 bales, 

Senator Stennis. That is for the ensuing 10. months that you 
estimate a supply of around 19,200,000 bales? 

Secretary BRANNAN. Yes, sir. 

Senator STENNIs. All right. 

Secretary BRANNAN. Some people might say from the first impres- 
sion that this was a rather large amount. I would just like to point 
out, however, from the tables, that it appears that 13 out of the last 
20 years were vears when our supply situation has been better, where 
it has been greater than that; therefore, this is not an abnormally 
large situatiorat all. We went through an abnormally short situation 
last year; but this is not an abnormally large situation. 

I think that anyone’s opinion is as good as mine as to just exactly 
what the disposition of this stock of cotton might be. 
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Just so that we might have some working figures, we estimate the 
domestic consumption may be 10,500,000 bales. 

Senator STENNIS. Just a moment, please, Mr. Secretary, I want to 
make a memorandum of that. You estimate 10,500,000 bales for 
domestic consumption? 

Secretary BRANNAN. Yes, sir. I say, very frankly, that that 
figure could be 500,000 bales higher. 

Senator Srennis. Oh, yes; | understand that. 

Secretary BRANNAN. Or it might be a little lower. The prevailing 
opinion is that it might be a little higher, at this moment, because of 
the situation with regard to finished goods on hand. 

Senator SrENNIS. How much was used in the last 10 months? Do 
you have that figure? 

Secretary BRANNAN. That was in the neighborhood of—well, it is 
in that table. It was just short of 10 million bales. 

Mr. Waker. 10,432,000 bales. 

Senator Srennis. Yes. I just see that I have a memorandum from 
the Department. 

Now, Mr. Secretary, you certainly will have that much require- 
ment, will you not, if we continue to have this military program? 

Secretary BRANNAN. Well, Senator, I really think it is a conserva- 
tive estimate, although you may get other opinions from the trade 
and elsewhere. The end of the year is the only good test; then we 
will know. 

We estimate an export of 5,500,000 bales, which is not an unreason- 
able amount. I am sure that we could have exported that amount 
this past year if we had the cotton available for exportation. 

Senator STENNIS. You estimate for export 5,500,000 bales. 

Secretary Brannan. That is right, 5,500,000 bales. 

Those two figures added together give us 16,000,000 bales in round 
numbers. If we have an estimated supply of 19,200,000 bales, that 
means about 3,200,000 bales carry-over, which is not above average. 

Senator Srennis. It may be below normal. 

Secretary BRANNAN. Yes, sir; considerably below our average. 

Senator Srennis. Would you mind my interrupting? 

Secretary Brannan. Not at all, Senator. 

Senator Srennis. We have Senator Ellender and Senator Russell 
here, and I know that those two gentlemen came over at considerable 
sacrifice of other matters. Both have committees running. 

Senator Ellender, do you have a word you want to say’ 

Senator ELLenper. No, Mr. Chairman; thank you. 

Senator STENNIS. Senator Russell, do you have some statement you 
would like to make? 


STATEMENT OF HON. RICHARD B. RUSSELL, A UNITED STATES 
SENATOR FROM THE STATE OF GEORGIA 


Senator Russeiui. Mr. Chairman, I do not know that I have any- 
thing that I can add to what was stated in the rather lengthy confer- 
ence that we had with the Secretary in his office on Tuesday of last 
week, I believe it was. Senator Ellender and Senator Maybank had 
arranged this conference. Senator George and Senator McKellar and 
I and Congressman Brown were present. 
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Mr. Secretary, there are several people who are intensely interested 
in this rather drastic condition in which cotton producers find them- 
selves, people who indicate that they felt that a clear-cut statement 
from you on the value of placing cotton on the loan or holding program, 
to permit it to be marketed in an orderly manner would be helpful. 

They said that as far as indications had come from your office, 
and I understand they mean the cotton section—they felt that a brief 
but forthright statement from you would be of great assistance in 
developing an orderly program for the marketing of cotton, thereby 
avoiding these great losses that threaten the cotton producers. 

Secretary BRANNAN. Senator, may I state that the document which 
I have just handed to you and which the chairman has just admitted 
into the record is a copy of the material we have distributed to farmers 
in order to make very clear to them the situation; and in it we mar- 
shaled the arguments in favor of putting cotton under the loan as best 
we could, and we are giving very wide distribution to this document 
and holding meetings in all of the areas. 

Senator Russe.u. And that is the best advice that you could give 
to the cotton producers as the basic element in any program—— 

Secretary Brannan. Certainly, Senator. 

Senator Russet. That is, that they should place that cotton in 
the loan, hold it for orderly marketing? 

Secretary BRANNAN. Senator, you know, there may be a blessing 
in disguise in all of this because I am convinced that if farmers begin 
to learn to use their programs to the fullest extent, they will under- 
stand it better and they will be much safer throughout the year in 
controlling their own stability of price and their own1i stability of 
marketing. 

We are convinced, Senator, at this stage of the game that there 
probably will be over 5,000,000 bales of cotton going into the loan. 
The indications now are very sketchy and preliminary but they are 
much more than Gallup would need to risk an opinion, I assure you, 
and they indicate that a great deal of cotton is going into the joan 
right now. So, we feel very much gratified about the results of our 
educational program. 

Senator Russeuu. I did not intend to come here, Mr. Chairman, 
and go into something that perhaps has already been said or something 
you had planned to do; but have you discussed yet whether or not 
progress has been made with the Export-Import Bank in expediting 
the program? 

Secretary BRANNAN. We have not gotten into that. As a matter 
of fact, we were just fairly well started when you came in. 

Senator Stennis. I thought you had to leave and I wanted to give 
you the opportunity to make comments. 

Senator Russe. I do have to leave, Senator, thank you. 

Senator Stennis. Senator Ellender? 

Senator ELLENDER. Mr. Secretary, I have received complaints the 
last few days with respect to the length of time required to facilitate 
a loan in central Louisiana. There is no cotton inspection station 
there, so you have got to send the samples to New Orleans to have 
them inspected, and by the time that is all done, why, it takes about 
2 or 3 weeks. I wondered what was the usual time that it takes to 
facilitate a loan. 

Secretary Brannan. Well, it depends upon the facilities we have 


operating in the area. Sometimes where there is a co-op they can 
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get their money practically the same day. I believe that Mr. Walker 
can discuss this. 

Mr. Waker. I would like to say in that connection that in 1948 
that was true, Senator, that sometimes there was a lag of 2 or 3 
weeks. However, I would like to state that some of that was not in 
the classification of the cotton but due to other factors; also we just 
did not have enough facilities available because of the unexpected 
volume to turn out the work. However, we hope that will not be 
the case this year. 

We are keeping very current on this and we do not expect any 
appreciable lag. We have authority to get additional funds from the 
Commodity Credit Corporation for the purpose of hiring temporary 
classifiers. 

Senator ELLeENDER. Did you receive any complaints from any area 
with respect to the length of time it requires to make a loan? 

Mr. Warxer. Not for this es no, sir. 

Senator ELLENDER. Well, 1 did from my own State, due to the 
fact that they have no classifiers in Louisiana, which is a big cotton 
producer. In places like Franklin Parish, a big cotton center, they 
have to send the samples to New Orleans. They are usually sent by 
train and by the time it is admitted and classified and they get all 
of the information back on which to make the loan, why, 2 or 3 weeks 
have passed. 

My point is, in other words, that if you could facilitate the loan, 
that is, make them about as soon after the application as possible, 
why, I believe you would get a lot more enthusiasm about it. 

Mr. Waker. I agree with you 100 percent, Senator, and I assure 
you we are doing everything possible under the existing conditions 
to alleviate that. 

I will state that in that section of Louisiana, sending them to New 
Orleans might take possibly a few days longer than if we had them 
in that immediate vicinity. I would also say that in Louisiana 
where there is a crop of about 800,000 bales, we have two pricing 
offices, for each 400,000 bales. 

Senator EtLtenper. There is one in Alexandria and one in New 
Orleans? 

Mr. Wa ker. That is right, and that is above the average that 
we might have in Texas, where we are expecting a production of 
1,150,000 bales, and we only have two classifiers. 

Senator Extitenper. The point is that in order to encourage the 
program it strikes me that it ought to be set up so that the farmers 
can get quick action; and these delays of 2 or 3 weeks would not, 
in my opinion, encourage them to get into the loan program. 

Mr. Waxxer. I would like to sav that we are at this time encourag- 
ing our area managers to hire available qualified classifiers. As you 
know, qualified classifiers are like doctors, you do not get them over- 
night, and we hire all of them who are qualified that we can. 

‘Secretary Brannan. I will now touch, Mr. Chairman, if I may, 
very briefly upon the things that have been done so far. 

Senator Stennis. I wish you would. 

Secretary BRANNAN. The first thing we did was to launch the infor- 
mation program, which is evidenced by the document that you have 
admitted into the record. 

Second, we have contacted the ECA officials and have urged them 
to coordinate their program with the peak movement of the crop and 
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they have assured us they will do it as soon as possible. And we have 
had discussions with the Quartermaster General of the Army and other 
defense establishments for the purpose of asking them to determine 
their maximum cotton requirements and to secure them as early as 
possible. 

Senator Stennis. You contacted whom? 

Secretary BRANNAN. The Quartermaster General’s office. I might 

say that we have gotten a very good reception there as well, and we 
feel as though they will be in the market as quickly as they can. 

We have removed, in series, all of the export controls. When we 
received the very first crop report which indicated a rather goodly 
production this year, we followed that up immediately, 2 days later I 
think, by an announcement that export allocations of 2,500,000 bales 
would be authorized forthwith; and then later on, July 11, we increased 
that by another 1,000,000 bales, and then on August 8, following the 
announcement of 17,266,000 bales estimated, we took off all export 
controls, or announced open-end quotas. 

If they would be of any assistance to you, Mr. Chairman, I have 
these announcements, each of them a page or less, and if you care to 
have them in your record, they are available. 

Senator Stennis. They are all in reference to exports? 

Secretary BRANNAN. Yes. 

Senator Stennis. I think they ought to be in the record. Without 
objection, those items will be included in the record. 

(The documents referred to are as follows:) 


Unirep Strares DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
Washington, June 12, 1951 
InrtrAL 1951-52 Corron Export ALLOCATION ANNOUNCED 


Secretary of Agriculture Charles F. Brannan announced today a preliminary 
export allocation of 2,509,000 bales of cotton to be licensed for export during the 
period from August 1 through November 30, 1951. Exports under this initial 
allocation must be licensed during this 4-month period, but actual shipment may 
be made at any time within the period specified in the license. 

In making the announcement, Secretary Brannan stressed the fact that this is 
an initial allocation and not the total allocation for the next marketing season. 

“T want to emphasize,”’ he said, ‘‘that the total quantity of cotton to be allo- 
cated for export from the 1951 crop cannot be determined until after official esti- 
mates of 1941 acreage and production are available and total domestic require- 
ments for the season are more clearly defined. Today’s announcement covers only 
an initial or preliminary allocation that is being made now so that domestic ex- 
porters and foreign mills make make their customary forward commitments and 
thus bring about a normal movement of cotton into export channels during the 
first months of the new season. 

‘“‘We have no desire,’ Secretary Brannan continued, “to retain in the United 
States any cotton not genuinely required by our economy. In fact, it will be 
the policy of the cons to allocate for export all cotton produced in 1951 
that is in excess of domestic consumption requirements for the 1951-52 marketing 
season. This would leave a carry-over on August 1, 1952, approximately equal 
to the small carry-over indicated for August 1 of this year.”’ 

The carry-over of cotton in the United States on August 1, 1951, is estimated 
at about 2,000,000 bales, the smallest since 1925. This quantity is sufficient to 
supply domestic mills for a period of only a little over 2 months, and will be re- 
quired for consumption during the early part of the next marketing season before 
the new crop begins reaching the mills in volume. 
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The first official estimate of 1951 cotton acreage will be announced by the 
Crop Reporting Board on July 9 and the first official estimate of cotton production 
in 1951 will be available on August 8. 

The following table gives a breakdown by countries of the export allocation 
announced today. Any portion of a country’s quota under the allocation remain- 
ing unlicensed at the close of business on November 30 will be reallocated to other 
countries. 

Preliminary allocation 


Number of bales | Number of bales 


Austria. 36, 000 | Philippines ss 8, 000 
Belgium-Luxemburg 80, 000 | Finland ; 6, 000 
Denmark ___-__ 17, 000 | Spain i 45, 000 
France 335, 000} Israel 5, 000 
Federal Republic of Ger- | Lebanon ; 2, 000 

many 307, 000} Union of South Africa xd 8, 000 
Ireland 3, 000 | India 140, 000 
Italy-Trieste 307, 000 | Japan ; 903, OOO 
Netherlands 106, 000 | Korea 2 22, 000 
Norway 10, 000} Bolivia 4, 000 
Portugal 3, 000 | Chile 34, 000 
Sweden 22, 000 | Colombia 34, 000 
Switzerland 22, 000 | Uruguay 1, 000 
United Kingdom 307, 000 | Venezuela : 6, 000 
Yugoslavia 45, 000} Cuba 15, 000 
Formosa 22, 000} Australia 3, 000 
French North Africa__- ; 4, 000 | Contingency reserve 16, 000 
Indochina (French) Ys 12, 000 | 
Indonesia 5 bs 10, 000 | Total 2, 500, 000 

Unirep States DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 
Washington, July 11, 1951 

SECRETARY ANNOUNCES INCREASE IN 1951—52 PRELIMINARY CoTTron Export 


ALLOCATION 


Secretary of Agriculture Charles F. Brannan today announced an increase of 
1,000,000 bales in the 1951-52 preliminary cotton export allocation. An initial 
allocation of 2,500,000 bales was announced on June 12. The addition of 1,000,- 
000 bales brings the preliminary allocation to a total of 3,500,000 bales. 

Today's action is in line with the policy stated by the Secretary in his original 
announcement on June 12 that the total quantity of cotton to be allocated for 
export from the 1951 crop would be increased from time to time as additional 
information became available. The July cotton estimated, issued this week, 
indicated that 29,510,000 acres of cotton were in cultivation on July 1. As pre- 
viously announced, additional quantities of cotton will be made available for 
export as the developing situation warrants, in order to provide for the shipment 
of all cotton not genuinely required by our own economy. 

\ country-by-country breakdown of the additional 1,000,000-bale allocation, 
together with details regarding export licensing, will be announced within the 
next few day Ss. 


UnitTep States DEPARTMENT OF AGRICULTURE 


OFFICE OF THE SECRETARY 


Washington, August 8, 1951 
SECRETARY BRANNAN Drops Quantity Limits ror Corron Exports 


Following release today of the Crop Reporting Board’s first 1951 cotton pro- 
duction estimate of 17,266,000 bales, Secretary of Agriculture Charles F. Brannan 
announced establishment of an open-end export quota for all types of raw cotton. 
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Under the open-end quota, there will be no restriction on quantities of cotton 
that can be shipped under export license. A preliminary export allocation of 
3,500,000 bales has been in effect for the early months of the marketing season. 

The immediate action to open up eotton exports without quantitative restric- 
tions is in line with Secretary Brannan’s previous announcement, at the time 
the preliminary allocetion was established, that it would be the pcelicy of the 
Department to provide for the export of all ertton not required fer domestic 
consumption and maintenance of minimum reserves. 

In making his announcement, Secretary Brannan said, “The splendid response 
of cotton farmers in the South, Sceuthwest, and far West to the urgent need for 
increased production is very gratifying. The first officiel report on the 1951 
crop indicates production substantially above the minimum goal of 16,000,000 
bales. This achievement by individual producers throughout the cotton-growing 
area has greatly furthered the over-all defense effert. 

“As I said on June 12, when I announced the first cotton export allocation, the 
total quantity of cotton to be allocated for export could not be determined until 
after official estimates of 1951 acreage and production became available and total 
domestic requirements were more clearly defined. The production report re- 
leased today indicates the probabilitv that supplies of cotton during the 1951-52 
season will be adequate to meet all foreseeable domestic requirements, and, at the 
same time, allow unrestricted exports. 

“Export licensing under the open-end quota will be continved. This will 
enable the Department to keep the surply situation under constant review.” 

The Office of International Trade, Department of Commerce, has been author- 
ized by the Department of Agriculture to extend the validity period, on all licenses 
issued under the quota, through July 31, 1952. 


Secretary BRANNAN. We then took the step that Senator Russell 
mentioned and contacted the Export-Import Bank in order that they 
would take what steps were possible to make funds available for 
prospective cotton purchases, to secure loans for the purchase of 
cotton. 

Senator Stennis. Did you get any answer on that? 

Secretary BRANNAN. We got an answer which was a very satis- 
factory answer, and I have a copy of both our letter to Mr. Gaston 
and his reply. 

Senator Stennis. Do you think that ought to be in the record? 

Senator Russe... I do. 

Senator Stennis. Without objection it will be admitted into the 
record. 

(The document referred to is as follows:) 


UnitTED States DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 
Washington, August 21, 1951 
Export-IMport BANK REESTABLISHES CoTTON Export REVOLVING FuND 


The Secretary of Agriculture has been advised by the Export-Import Bank 
that once again it is prepared to consider requests for credit to finance the ex 
port of cotton from the United States. This type of credit, facilitated by a $100 
million revolving fund, has been use‘ul in recent years in moving cotton in world 
channels of trade, but was not extended last year due to the shortage of the 
United States cotton crop. This year’s crop, according to present indications, 
promises to be the third largest in American history. 

The Export-Import Bank and the Secretary of Agriculture, in an exchange of 
information released today, have referred to the size of the new cotton crop, to 
the need for foreign mills to replenish their stocks of cotton without delay, to the oppor- 
tunity for credit-worthy countries to repay the loans from the export of textiles 
or other dollar earnings, and to the need for sustaining demand during the coming 
4 months of heaviest cotton marketing. (Copies of the exchange of information 
are attached.) 
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Avaust 20, 1951. 
Hon. Hersert E. Gaston, 
Chairman, Board of Directors, 
Export-Import Bank of Washington. 

Dear Mr. Gaston: The supplies of cotton in the United States, as I am sure 
you know, were drawn down last season to a dangerously low level. The need 
of a more adequate supply, especially during the period of defense preparations, 
was obvious and through a number of channels, appeals were made to the cotton 
growers of this country to produce abundantly this season. Producers have 
responded to these appeals to a most heartening extent. Although the costs of 
production have been exceptionally high, the crop they are now beginning to bring 
to market is estimated to be in excess of 17% million bales—the third largest in 
history. 

The indications are that before the season is finished the whole of this crop 
will be wanted at remunerative prices. Farmers normally market 68 percent of 
their crop before the end of December in the marketing year. 

In view of the fact that the United States will have ample supplies to meet the 
needs and demands of most of her customers abroad and also in order that trans- 
portation of this volume of cotton abroad may be done in the normal and orderly 
manner it is essential that a very large volume of our exports be taken during the 
period when the cotton is moving from the farm. 

Furthermore, stocks in many foreign countries are low and many countries are 
anxious to purchase cotton. We have been advised by responsible representa- 
tives of the cotton trade and also by several of the countries involved that, due 
to various factors, there is a shortage of immediate exchange and credit generally 
for the financing of any more than the very minimum needs and that credit in a 
larger volume will be necessary if the takings of United States cotton during the 
marketing season are anything like normal. It would be particularly valuable 
to farmers in this country if credits could be arranged to permit the maximum 
flow of this cotton crop to market. 

It is my recollection that since 1936 the bank has extended credits to foreign 
banks to assist in financing the export of United States cotton and that shortly 
after the conclusion of the war the Export-Import Bank established a revolving 
credit for cotton exports which was of very great benefit alike to the importing 
countries and to the cotton growers of this country. I should like to ask if the 
bank would not now give consideration to the conditions I have described and, if 
it can do so, reactivate its cotton credit export program at this time. 

Sincerely yours, 
SECRETARY. 


Aveust 21, 1951. 

Dear Mr. Secretary: Receipt is acknowledged of your letter of August 20 
in which vou refer to the present large cotton crop and recall the important role 
which this bank has in the past performed in connection with the financing 
through normal trade channels of exportable United States cotton. 

We have been aware of the present situation and are at this time making a 
study of the foreign markets. We are, of course, prepared to give prompt con- 
sideration to requests for suitable credits to finance the sale of cotton abroad. 

Sincerely yours, 
HersBert FE, Gaston, Chairman. 

Senator Srennis. Let me interrupt you. This estimate of exports 
that you made of 5,500,000 bales was made after you got all this infor- 
mation which you have given us about the Export-Import Bank and 
the ECA program? 

Secretary BRANNAN. Senator, it was made before that and we kept 
it under constant review. It really is made on the basis of what we 
think the countries might need plus the funds that they will have 
available either in loans or out of their revenues to buy cotton. 

Senator Stennis. While we are talking about these foreign coun- 
tries, what consideration have you given about England making plans 
to stockpile 1 million bales of cotton? 

Secretary BrannaAN. There is not anything too concrete about it 
at this time. They have been watching the American cotton market. 
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Of course, as one of our big customers, they normally carry a con- 
siderable stock and they have alw ays increased their stock whenever 
it looked as though world conditions might be such that ship move- 
ments would be interfered with or slow it down; and they stockpile 
on the basis that they might need cotton in considerable quantities 
at a time when shipping would not be as easy as it is today. 

Senator STeENNiIs. Your calculations on exports, though, did not 
anticipate stockpiling of 1 million bales expressly reserved in a 
stockpile? 

Secretary Brannan. No, sir; they did not include that at all. 

Senator STENNIs. Just current use in other countries. 

Secretary Brannan. Mr. Chairman, we are now, in the Depart- 
ment of Agriculture, and I am now, in the course of this statement, 
at the point of examining what other things should or must be done 
in this area, and I am about to go into the question of stockpiling. 

I would like to say this, Mr. Chairman, as far as the Department 
is concerned, we have it under very careful study and review. We 
are trying to be certain that if and when we go into the stockpiling 
program, we can do it in such manner it will have the least undesirable 
impacts on producers or the future market situation, and so on and 
so forth. It is at this moment under very active study and considera- 
tion with, I might say, an eye on the various current situations—the 
movement of cotton, the reaction of supply and demand, and so on. 

Senator Srennis. Of course, there is no problem there about it 
being capable of being stored, is there? It readily permits of storage 
and it will keep indefinitely, will it not? 

Secretary BRANNAN. One of the most readily storable that we have 
ever dealt with. 

Senator Srennis. Yes. Of course, money is available, I assume -_— 

Secretary BRANNAN. Well, now, Senator, on that point— 

Senator STENNIS. You want any money ? 

Secretary BRANNAN. We have looked into the legal authorities and 
the only feasible and workable authority now available for the 
operation of the stockpile would really be under the President’s 
authorities under the Defense Production Act. 

There is also an authority for the Munitions Board to stockpile 
and on that point, of course, they are the best authority as to whether 
or not they can get in any and how much they can get in, and so 
forth and so on. 

The specific authorization that I make reference to now is section 
303 of the Defense Production Act. 

Senator Srennis. Pardon me. Who would act under that; is 
that the Munitions Board? 

Secretary BRANNAN. The President, on the recommendation of the 
Secretary of Agriculture. 

Senator Stennis. So you do have the authority, you are clear in 
your own mind about it, under the Defense Production Act? 

Secretary BRANNAN. Yes, sir. 

Senator Srennis. And that would be you and the President who 
would make the final decision? 

Secretary BRANNAN. That is right. The President makes the 
final decision. We make the recommendation. 

I might point out, Mr. Chairman, that we have analyzed or our 
Solicitor’s department—and the Solicitor is here today—has analyzed 
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all of the legal authorities that had any bearing on it and submitted 
an opinion recently which, if you would care to have, we will make 
available for the record. We would be glad to supply it to you. 

Senator Srennis. Well, we might want to discuss that some before 
we included it in our hearings. 

Senator Hunt. Mr. Secretary, did you discuss that with Mr. Small 
of the Munitions Board? 

Secretary BRANNAN. Yes, sir, and with another group over in the 
Pentagon Building. 

Senator Hunt. They have 72 items on the stockpiling list and wool 
and cotton have never been included in the 72. We had tremendous 
difficulty with the Munitions Board and the interdepartmental 
committee attempting to get them to buy cotton and woolen goods 
and stockpile them when the price was low and when they could get 
them at a reasonable figure, and they could not see it and would not 
do it; then shortly before the Korean incident when they did have to 
do it, woolen goods had gone up to about $4.50. 

Secretary BRANNAN. You remember, Senator, that we very actively 
supported that. 

Senator Hunt. I know that. 

Secretary BRANNAN. As a matter of fact, we had some reluctance 
in disposing of some of the stock that the Commodity Credit Cor- 
poration had. 

Senator Hunt. You offered that Commodity Credit Corporation 
wool to the Munitions Board and the Munitions Board did not take it. 

Secretary BRANNAN. Yes. 

Senator Srennis. Well, the thing that impressed me on this subject 
last fall or last summer, when the Korean war started, was that you 
had a lot of cotton in the Commodity Credit Corporation and you 
put it on the market. 

I am not being critical, but I say that I felt that some of it should 
have been held, not necessarily all, but some of it, and it seems to me 
that all of it should not have been put on the market, when the 
highest carry-over that you expected was 3,200,000 bales. 

Now, if you are off as much as 1,200,000 bales, that would reduce 
it to 2,000,000 bales carry-over; and there is a possibility of 1,000,000 
of that being taken right here in the English stockpile. 

Now, with the war situation being what it is, are you willing to go 
into a new year, with the possibility of war, are you willing to go into 
a new year with just 2,000,000 visible carry-over considering also all of 
the hazards of pests, weather, and everything else—it seems to me like 
we ought to exercise some care. 

Secretary BRANNAN. I agree with you. I certainly agree. It 
seems to me that we are right now or were 60 days ago in a very 
high—— 

Senator STENNIS. Pardon me, Senator Russell, I do not want to 
take all the time, especially when you have to leave. 

Senator Russety. Yes; I will have to leave, Mr. Chairman. 

Mr. Secretary, you of course realize that the farmers responded to 
a request from the Department of Agriculture and other agencies of 
the Government to produce a large crop of cotton. And they did 
produce it. 

Secretary BRANNAN. They certainly did and, I think you reminded 
me one day, they did it without cost-plus contracts and without a 
lot of other guaranties. We have been getting the production. 
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Senator Russe.u. Yes, I think I did mention that in one of the 
conferences that we held. 

Now, we are going over into another year with a rather modest 
carry-over, not a large carry-over—below the average over a number 
of years. 

Do you think you can get the farmers to produce cotton that will 
be needed next year if they have to take this loan price for this year’s 
crop? 

Secretary Brannan. Senator, I think that presents a very difficult 
problem. I am not sure that we would have the wholehearted re- 
sponse that we had last year. 

Senator Russe.u. There have been some estimates made, and they 
may be too high, that when the famers increased their crops in response 
to the demands or the request of the Government, it cost them as 
high as 8 cents a pound in additional cost to increase that production. 
That may be true in only some areas, I realize; but, however, I have 
been given those estimates, they have been submitted to me and some 
economist made that report down in my own State. 

Now, unless something can be done to alleviate this situation, in 
my judgment, we are going to find ourselves in a very critical position 
with respect to cotton next year unless there is a complete reversal 
of world conditions. 

It seems to me that this is a thing that every citizen of the country 
has a stake in, because if something is not done to get a reasonable 
price for this year’s crop, why, we w vill not have the cotton next year 
that we should have to supply our own needs and to prepare for any 
world eventualities. 

Secretary BRANNAN. Senator, we share that worry and I think it 
is a very genuine worry. 

Senator Srennis. I think that is a strong point that you brought 
out, Senator Russell, and this program was to be justified, as I see it, 
ona military basis first. 

Senator Russe.u. National necessity. 

Senator Stennis. That is right, national necessity; and the price 
matter is purely part of the inducement for next year and if they lose 
money on the crop, then some of them, I am sure—— 

Senator Russexiy. Well, they certainly will not go into it next year. 

Senator Srennis. Then we have these hazards, such as lack of rain, 
to speak of one. This drought that started in May, if we had not 
had a wet spell in Mississippi in July, if it had lasted a little longer, 
it certainly would have halved production. In a few more days you 
would have had none. 

Secretary BRANNAN. That is right. 

Senator Stennis. We would like to hear you on those points. 

Secretary BRANNAN I was just going to say, Mr. Chairman, that 
in limited areas something of that character could possibly be happen- 
ing right now. In part of this drought area the crop might be cut 
very considerably during this month of August which, as you well 
know, is really the critical month or one of the critical months at 
least in the determination of the total cotton supplies for the year. 

Senator Stennis. The way the branches of the armed services are 
acting with reference to taking care of their needs for this fight—well, 
I believe that they are resting on the assumption that the cotton 
farmers have always come through with production and they rely 
upon that. 
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Senator Futsrieut. | would like to ask, if the Secretary is agree- 
able to stockpiling, would he make recommendations to the Munitions 
Board? 

Secretary Brannan. No, sir, to the President, under the Defense 
Production Act. The Munition Board’s power is derived under 
another piece of legislation that is called the Strategic and Critical 
Materials Stockpiling Act. Under that act the Munitions Board is 
authorized to stockpile commodities which are in short supply or 
possible short supply and to which we may not have access readily 
because of their production offshore. 

Senator Fu.tsricut. Well, do you advise them on this; is that the 
proper thing for you to do? 

Secretary BranNAN. Well, we have a very pleasant working rela- 
tionship and consult frequently on these problems. 

Senator Futprieut. But the President may authorize and direct 
them to do it? 

Secretary Brannan. No; under the Strategic and Critical Materials 
Stockpiling Act the—I have forgotten the name of it—— 

Senator Hunt. The Interdepartmental Committee. 

Secretary BRANNAN. Yes, of the Munitions Board; they can act on 
their own initiative. 

Senator Futpricut. So that the present status is that you are 
studying it but you have not made up your mind to advise the Presi- 
dent as to whether it should be done? 

Secretary BRANNAN. That is correct. I would like to have Mr. 
Walker discuss the pros and cons of the stockpiling act as it affects 
producers, both immediately and toward the end of the vear when 
we in the Department feel quite certain that price of cotton is going 
to go back up as soon as the peak marketing is over. 

Senator FuLprient. You are not prepared to tell us today whether 
or not you feel it ought to be stockpiled or not? 

Secretary BRANNAN. We are not, sir. 

Senator Stennis. Well, before we go into another phase of it, there 
is no interpretation of this Strategic Materials Act that precludes 
cotton, is there? That is, the traditional use of it precludes cotton, 
but there is no interpretation, legal interpretation that precludes it, is 
there? 

Secretary BRANNAN. Senator, we did not purport to be experts on 
that law because somebody else is administering it. 

Senator Stennis. I know; but they have just not extended it to 
materials of this kind, have they? 

Secretary BRANNAN. That is right. 

Senator FuLtsricur. In view of the answer of the Secretary to the 
Senator from Georgia’s question, that their concern was the producers, 
I am not clear why he does not see fit to state if cotton should be 
stockpiled or not. 

Secretary BRANNAN. I think that is one of the main things that we 
are here to discuss and I want Mr. Walker to start discussing it. 

Now, we want to be sure that if we step into the stockpiling act, that 
the stockpiling of cotton will not put us into a position of being more 
detrimental to the farmers than otherwise. 

If we were to reach the conclusion that it would be detrimental to 
farmers, you and the rest of the gentlemen here would be the very 
first people to say, ‘“‘ Don’t do it.” 

Senator Fu.tsricut. That is right. 
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Secretary BRANNAN. And for that reason we have been moving very 
carefully and cautiously and we are searching for other means and 
devices to resort to, if we can. 

Senator Hunr. To answer your question: 

To effectuate the policy set forth in section 1 hereof, the Secretary of War, 
the Secretary of Navy, and the Secretary of the Interior acting jointly through 
the agency of the Army, the Navy, and the Munitions Board, are hereby author- 
ized and directed to determine from time to time which materials are needed— 
and so on. 

Senator STENNIs. That is it; they have discretion over it. Do 
you want Mr. Walker to be heard now? 

Secretary BRANNAN. Yes. Senator Fulbright, we would like to say 
that we know that there are two sides to it, and we would like to get 
your view of it. 

Senator Stennis. All right, Mr. Walker, you may present your 
statement. 

Mr. Wacker. Mr. Chairman, as we see it, looking at it as a practi- 
cal farmer myself and looking at the best long-term interests of the 
farmer and the farm program, these thoughts would naturally come 
to our mind in urging the farmers for the purpose of stockpiling 
when cotton in the cotton market today is selling at 34 to 35 cents. 
The loan value on that same cotton would be about 32 cents. In 
other words, the market is about $10 or $15 a bale above the loan 
support price. 

Now, then, if I have cotton, which I do, I would not be interested 
in selling it; I would prefer to put it in the loan. 

Senator Stennis. Well, let me interrupt. I do not know if that 
would be true of a little farmer in Mississippi. 

Mr. Waker. Anyway, if they sell at the market price, which as 
I understand would be the policy for the purpose of stockpiling and 
we pay at the market price, and if that remains where it is now, 
when the farmer sells this cotton, he has no further interest in it. 
If it goes into the loan program and the market advances in the spring 
or any time, he has the privilege of selling this cotton and getting the 
difference. 

As you know, we are not permitted to predict the price of cotton, 
but I have my personal views and guesses, and we know that since 
there is no surplus of cotton, there is only one way for the price to 
go—that is up. 

If we would urge through the Department that these people sell 
this cotton, then in the spring the people that put the cotton in the 
loan could dispose of their equities for $20 or $30 or possibly $40 a 
bale, then we would be in a very ridiculous situation as I see it, Senator, 
because of having advised them to sell cotton. It is still fresh in the 
minds of cotton people that we have got through paying them $67 
million rebate out of the 1948 loan, on the average $17.50 per bale 
which was held almost a year and it was turned over and pooled to 
the Commodity Credit C orporation. 

That is one of the things that definitely we would have to hesitate 
some about, that is, going out and recommending to the farmers—TI 

cannot with a clear conscience go out, with the past operation—you 
sales this table showing the operations of the cotton surplus since 
the beginning of 1933; we have placed more than 40 million bales of 
cotton. 
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Senator Fu.tsricut. Well, now, I did not understand that was 
the way. If it was stockpiled I thought you would recommend to 
the Munitions Board they buy it, which ‘is a very different thing; 
because between the two I think you might get some stabilization. 

Senator Russety. Mr. Walker and I have discussed it once before 
and while I hesitate to differ with the head of the Cotton Branch, I 
must say that I do not think the reasons-he advanced are at all 
persuasive to me. Nobody contemplates urging the farmers to sell 
cotton because of the Government stockpile. Despite the success 
of the literacy campaign in Arkansas, and I am glad to hear it, a 
certain amount of this cotton is going to be sold, I do not care what 
kind of a loan program you have nor how highly you circularize the 
farmers and propagandize them and urge them, there is going to be a 
certain amount of it sold. 

Senator Stennis. That is, the little fellow and the medium fellow, 

Senator Russeuu. It depends a good deal on his fiscal condition. 
Now, what we are interested in is getting the price up, without urging 
to sell, but while urging to hold. 

If you are going to stoc kpile, I do not see how you can possibly 
avoid helping the market. 

In the first place, you are going to give competition to the buyer; 
in the second place, the processor is going to say, ‘If the Government 
is in this, I better buy now.” 

I do not see, for the life of me, how it can hurt the farmer to get 
it into this stockpile. 

Now, I am all in favor of the power being exercised under the 
Defense Production Act. It is much simpler, in the first place, be- 
cause you do not have to deal with as many people and you will be 
de aling with people who know cotton and who are sympathetic with 
the plight of the cotton farmer. 

I might say that anyone who knows Secretary Brannan can have 
no doubt as to his sympathy with the farmer, he has shown that, and 
his recommendation will be persuasive. But, over and above that, 
when it gets into this stockpile it cannot be sold for less than 75 per- 
cent of what it was put in for. So, you give the farmer several del- 
lars a bale, and he gets all of that protection. 

This stockpile cotton is going to be sold anyhow, a certain amount 
of it, and it is getting into this protected area and it is purchased 
rather than going into the hands of those who buy it without any 
competition. 

I do not pose as any expert on the cotton market, but I just look at 
it as a simple matter of economics—well, I do not even pose as being 
an economist, but as an observer—and I know that when more people 
are bidding on a commodity, it is going to bring in more than when 
fewer people are bidding on it. So, I cannot see for the life of me how 
you are going so be hurting the farmer by this stockpile program. 

Mr. WaLker. Well, I assume that it is clear that a certain amount 
of this cotton is going to be sold, but that is the case even when the 
price of cotton is below cost—however, there is another phase. 

As I understand, the purpose of the stockpiling would be because it 
was needed by the Munitions Board and for the war effort, rather than 
just as a temporary boosting of the price. 

Senator Russet. That is right. 
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Mr. Waker. And if we should stockpile 2,000,000 bales of cotton 
and our exports should be increased over the figure stated by the 
Secretary of 5,500,000 bales, and with our domestic consumption 
being 10,500,000 as estimated, we would be in a ridiculous situation 
of having to impose export controls again before another crep or take 
this out of the stockpile—— 

Senator Stennis. Well, that is why we are stockpiling. 

Senator Russeiu. Well, now, I realize that the stockpiling was 
never created as a device to help agriculture, but if you do not do 
something about the cotton price, when you are going to buy cotton, 
you are going to wish you have some stockpiled, because a burnt 
farmer dreads loss more than a burnt cow dreads fire and if they do 
not produce, then when Mr. DiSalle puts a ceiling on it. at 45 cents, 
that cotton at 33 or 35 cents is going to look mighty good. 

Senator Srennis. We have Senator Sparkman here. Senator, do 
you have any comments? 

Senator SpaARKMAN. I am very glad to hear you, Mr. Secretary, 
and to have you here. 

Now, I do not believe it is entirely without precedent to sell out 
of the stockpile. If I remember correctly, 2 or 3 years ago we had a 
shortage of aluminum in this country and my recollection is that 
aluminum or at least bauxite was so!d out of the stockpile. 

Senator Hunr. With the permission of the Congress. 

Senator SPARKMAN. | think it was some kind of an arrangement 
within the act itself, was it not? 

Senator Hunr. They had to have express permission of Congress. 

Senator Srennis. When the Korean war started it was sold, what 
was on hand. It was the same principle. 

Senator Futsricut. It seems to me, Mr. Secretary, that this 
approach is better or fairer than to wait until next year. Apparently 
everyone is agreed that this is certainly a very reasonable price in 
view of the price levels generally, and whether you are looking at it 
from the standpoint of the strategic point of view or whether you 
are looking at it from the point of view of stability of cotton prices, 
the cotton market, I would assume that is a much fairer way of 
approaching it than to say, “If we happen to get short, we will put 
on export controls and insure a domestic supply.”’ 

Mr. Waker. I would like to make it crystal clear that I am not 
proposing stockpiling, and I am merely stating some of the problems. 

Senator Stennis. All right, proceed with your points. 

Mr. Wacker. Well, I think those are the two principal points 
that I had; first, the distribution or placing of it in the loan rather 
than selling it—and I will say that at the present time it looks like 
the very minimum that might go into the loan would be about 
5,000,000 bales and I really expect more than that. 

For instance, as of yesterday the ones that have already been 
received in New Orleans—there is a lag of about 5,800 bales because 
they have 15 days to transmit the loan papers and of those 5,800 
bales, 3,000 of them were received yesterday. Mr. Biggs, manager 
of the credit office in New Orleans, told me that he was sure we had 
in excess of 50,000 bales in the loans and expected about a minimum 
of 5,000,000—and I predict 5,500,000 to 7,000,000 bales in the loan, 
and then it would be absolutely necessary to have part of that cotton 
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move back to supply the demand, which is a very effective means of 
controlling the price. I only wanted to just present that to you. 

Senator Stennis. I know what the Department is doing under this 
is to help stabilize it. 

Senator Futsriear. It is clear, is it not, that you did not mean, if 
it was stockpiled, that you would go out and urge them to sell to the 
stockpile; that would not be your function? 

Mr. Waker. No. 

Secretary BRANNAN. Asa matter of fact, they would not buy directly 
from the farmer, anyhow. 

Senator Futsrieut. I mean, I do not think that you would urge 
them to do that. You are quite within your rights to loan, but if the 
stockpile was directed, that runs only to the Munitions Board. 

Secretary BRANNAN. Well, as a matter of fact, the two things could 
well run concurrently. 

Senator Hunt. I think that the same situation might present itself 
with cotton as did with wool; if we do not get the cotton now, we may 
later on have to pay two prices for it. 

Mr. Waker. Yes. 

Senator Hunt. And that would not be good business. 

Mr. Wacker. As far as business, I would say yes. 

Senator Hunr. Of course, I realize it is not your decision. 

Mr. Waker. Yes, but as I see it—I do not know the ins and outs 
of it—the Solicitor is here to answer that—but my personal View is 
that this stockpiling is not for the purpose of supporting the price 
temporarily. 

Senator Stennis. That is correct. 

Mr. WauKer. But to lay it by for the future needs of the Muni- 
tions Board. 

Senator Hunt. And to protect the Government from having to 
pay two or three prices for it in an emergency. 

Senator STENNIs. It is a national program. 

Senator Hunt. And it is not a problem of one item. 

Senator. STENNIS. That is right. 

Secretary BRANNAN. Well, Senator, it really is not the problem of 
price so much, unless we would go in and stockpile very larze quan- 
tities, because we certainly would leave in the market enough to satisfy 
the anticipated domestic and export requirements, and so long as those 
quantities were reasonably available, the Government nor anybody 
else would not be in too bad a position. 

Senator Hunt. Of course, there is this difference between cotton 
and wool; for cotton we do not have to depend upon an offshore source, 
as we do for two-thirds of our wool supplies. 

Secretary BRANNAN. That is the great distinction between the two 
commodities. 

Senator Srennis. No; but vou have to depend on gaod weather and 
there are pests that come along and destroy your crop. 

Now, Senator Bridges, we are glad to have you here. We have 
had a statement here from the Secretary and from Mr. Walker, 
representing the Commodity Credit Corporation. He was starting 
to present some of the arguments pro and con. First, the Secretary 
reviewed the situation here about domestic consumption and export 
estimates for the next year, and we pinned it down to a maximum 
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3,200,000 carry-over at the most, which is below normal—it was down 
to 2,000,000. 

Mr. WALKER. 2,079,000. 

Senator Stennis. And if these estimates are on the conservative 
side and we think they are, we could well have what you might call 
a scarcity of cotton even if conditions do not worsen for the next 12 
months in world affairs; and if they should worsen considerably, there 
would be an acute situation; and that is assuming a normal produc- 
tion next year although, due to pests and weather and also due to 
the farmers not planting so much next year—those hazards are what 
the Government is facing next year if we do not look ahead now. 

Senator Bripces. What did we have as the carry-over supplies at 
the start of World War II? 

Secretary Brannan. Ten million bales, Senator. There is a table 
here. 

Senator SrENNis. We put that in the record. We had 10,000,000 
bales at W rorld War II. 

Secretary BRANNAN. It is in the record, the tables which the 
chairman permitted in the record. 

Senator Stennis. And if we should have another world war now, 
we would be going into it with 2,000,000 or less. 

Secretary BRANNAN. That is right. As a matter of fact, in 1939 
there was a carry-over of 13,000, 000 bales. 

Senator Hunt. At what price? 

Senator Srennis. I could almost tell you from memory—about 
12 cents. That is what you might call the boll-weevil price—boll- 
weevil dollars. It was way down. 

Secretary BRANNAN. Io 1939 it averaged about 10 or 11. 

Mr.Wa.ker. 10.9. 

Sevator STENNIS. It weat dowa to about 44 cents a pound ta 1932, 
I kaow. 

Secretary BRANNAN. We do not go back as far as 1932 here. 

Senator Hunt. What was it ia 1933? 

Senator SrTennis. In 1933 it was about 11 cents, but it was sold 
in my own home town at 4.32; in June 1932. 

Secretary BRANNAN. We only go back to 1935, and it was ia the 
neighborhood of 11 cents. 

Senator STeENNis. Now, gentlemen, this is all very raterestiag but 
I feel that we should utilize our time—Mr. Walker, are you through? 

Secretary Brannan. I think that is all, Mr. Chairmaa. If you 
have some legal questious that you want to discuss, we have our 
Solicitor here, and if you have some questions on the ecoaomies—— 

Senator Srennis. Are there any more questions? 

Senaior Hunt. Are the mills busy? 

Mr. Watker. No. There is quite a let-up in mill activity and 
has been for the last month or 2 months, | would say, but indications 
are that if the military orders are being placed, which we understand 
they probably will be as soon as their funds are appropriated, why, 
all indications are that it will pick up. 

Senator Stennis. Senator Bridges, any questions? 

Senator BripGes. No questions. 

Senator Stennis. Mr. Secretary, if you want the solicitor to be 
heard, we would be very glad to hear him. 








ee 


STOCKPILING OF COTTON 29 


Secretary Brannan. I do not think there is anything to be com- 
mented upon, is there, Judge Hunter? 

Mr. Hunrer. No, I have no comment now. 

Senator STrennis. Just let me ask you this question. It is clear 
under this Defense Production Act there is authority to handle that 
commodity under the terms of the act and with the money provided. 
Is that correct? That is, if the President and the Secretary see fit to. 
It is a fact, is it not, that if the money is available there is nothing 
that would preclude cotton being under it this way? 

Mr. Hunter. Not as such. Every stockpiling must, of course, be 
in the interest of national defense. 

Senator Stennis. Of course, of course. ves. Well, you are not a 


practical farmer, like Mr. Walker, are you? 

Mr. Hunrer. Not a cotton farmer. 

Secretary BRANNAN. He is a peanut farmer, and a large one. 

Senator STENNIs. Well, now, as a lawyer, you recognize the extreme 
hazard here of crop conditions—I mean conditions affecting the crop, 
such as weather conditions and pests and everything else that comes 
into cotton-crop production you know that as a practical man. 

Mr. Hunrer. Well, I do not think we have taken any view of it that 
should disturb anybody. 

Senator Brinces. In the storage of cotton in a warehouse, does it 
deteriorate in storing? 

Secretary Brannan. Practically not all at. There is a bale of 
cotton on the floor of the New Orleans Cotton xchange wiich predates 
the Civil War. 

Senator Bripges. Is that so. 

Secretary BRANNAN. And every once in a while they run a test on it 
and the fibers are practically as good as new. 

Senator STENNIS. Senator Bridges, I have seen it kept out in what 
they call a cotton house, a little house built especially to store cotton. 
It is not praticularly tight, but does give protection against rain and 
dew. I have seen cotton stay in one of these for 20 years, and then 
the farmer puts it on a wagon and brings it down to a local merchant 
who buys it just like a bale of new cotton. It it is kept dry, then it is 
all right; that is about all you have to do to it, keep it dry, 

Secretary Brannan. Of course, you have to protect it from mold. 

Senator Stennis. An old farmer down home has kept bales that 
way and he says, “That is my bank account.” He held it when 
cotton was 4/6 cents a pound and when it finally went back up, he 
sold it during World War IL for 22 cents. 

Senator Bripges. What about wool, what is the situation on the 
storage of wool? Does it deteriorate: what length of time can it be 
stored? 

Secretary Brannan. Well, wool does. | would say that on an 
average of around 3 years is about as good as you can do on wool 
before you begin getting some deterioration. 

Senator Hunr. The fibers begin to get brittle. 

Senator Stennis. Well, woolen cloth will keep somewhat more than 
5 years; my suit is older than that. {Laughter.] 

Now, we are anxious to get as many facts on this matter as we can; 
so Mr. Secretary, if there is anything else you wish to say, we will 
be pleased to hear you, 
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Secretary Brannan. I think we have put in everything. 

Senator Srennis. I want to see if this statement is incerrect now, 
Mr. Walker. We were talking about inducing them to put it into 
the loan. 

Now, it looks to me that if we stockpile you would be saying to the 
farmer, ‘‘We advise every one to put the cotton into the loan.” 

But, ’ still, you look over the picture, and although it would be put 
into the loan, some of it, a certain amount, would move into the market. 
If the Secretary advised the President to stockpile, what he would be 
saying would be, “With all conditions existing as they do today and 
with the prospects next year being considered, you had better go on 
and buy some cotton and put it aside.’’ Then, it looks to me like 
if conditions change and if it was needed, then you take it out of the 
stockpile. 

Senator Hunt. Mr. Chairman, might I suggest that it would be 
helpful if the Secretary, as his contacts develop and they discuss this 
and reach some decision, if he would keep the committee advised. 

Senator Stennis. Yes. 

Secretary BRANNAN. Yes. 

Senator Hunr. On the progress that is being made. 

Secretary. BRANNAN. Yes. 

Senator Srennis. Mr. Secretary, we plan on having some repre- 
sentatives of the Munitions Board tomorrow. We want all of the 
facts they have. Also, we have conferred with the Quartermaster 
General, trying to develop the whole picutre. We want to develop 
the facts regardless of different viewpoints. 

Can you think now of anything else that is pertinent? 

Secretary Brannan. No, sir; but we will stand by for subsequent 
call. 

Senator Stennis. Thank you, we appreciate that. You have about 
completed your investigation of this, have you? 

Secretary BRANNAN. Senator, yes. It is the kind of a problem that 
takes a lot of thinking and discussing. 

Senator STENNIs. Well, it is a new step, I know. 

Secretary BRANNAN. Yes, and we are trying to examine into this 
very carefully, and we are still examining all ‘of these things, before 
we make a formal recommendation to the President. 

Senator Hunt. And you have unknown factors, too, about which 
you have to make an educated guess, and that may be difficult. 

Secretary BRANNAN. One factor, Senator Hunt, is that if the loan 
program is as effective as some indications now lead us to believe, then 
if it is going to be used to the extent that is indicated, we do not need 
anything to stimulate the price. 

Senator Stennis. And the Government would not control the 
cotton in the loan until 9 months have elapsed. The farmer that puts 
the cotton in the loan has 9 months control; he could take it. 

Secretary BRANNAN. Yes—well, 9 months, more or less, depending 
on whether he marketed it at the beginning of the season or the end; 
and he does not have to come in immediately. 

Senator Stennis. The only program that would give the Govern- 
ment control of this cotton is stockpiling and buying 

Senator Hunt. And if the farmer does take advantage of his loan 
program, there is no possibility of his losing. 
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Mr. Waker. He could not lose. He is betting $10 a bale against 
$40 or $50. 

Senator Stennis. We are glad to have heard you, Mr. Secretary, 
and your associates. Are there any other points that you would like 
to raise or discuss? 

Secretary BRANNAN. I think not, Senator. 

Senator STENNIS. Senator Hunt, any questions? 

Senator Hunt. No. 

Senator STENNIS. Senator Bridges? 

Senator Bripces. No. 

Senator Stennis. Well, Mr. Secretary, we certainly do want to 
thank all of you gentlemen for coming, you and your associates. You 
have helped us here in our thinking. 

(Whereupon, at 3:55 p. m., the task force of the Subcommittee on 
Preparedness recessed, to reconvene at 2:30 p. m., Wednesday, 
August 29, 1951.) 
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WEDNESDAY, AUGUST 29, 1951 


Unirep Srares Senay E, 
Task Force or THE PREPAREDNESS SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, eC. 

The task force of the Preparedness Subcommittee met, pursuant to 
recess, at 2:30 p.m., in the Old Supreme Court Room. United States 
Capitol, Hon. John C. Stennis (chairman of the task force) presiding, 

Present: Senators Stennis (presiding) and Hunt. 

Also present: Mark H. Galusha and Col. D. J. Renfroe of the 
committee staff, 

Charles S. Brewton. administrative assistant to Senator Hill. 

Senator Stennis, All] right, gentlemen, let us come to order, peasle. 

Gentlemen, today’s hearing is the second in a series in which we 
hope to develop a thorough and comprehensive study of the question 
of stockpiling cotton. The outline of our inquiry was set forth in a 
letter from Senator Lyndon Johnson to me, and [ am going to reiterate 
the three points that he made: 

First, to check the responsible agencies to determine estimated 
defense requirements and availability of supplies of cotton, not only 
now but in the future. 

Second, to look into the various technical and economic problems 
that would be involved in stockpiling, 

Third, to determine what steps should be taken to assure this Nation 
adequate supplies of cotton for the preparedness program. 
| The members of this task force are Senator Hunt, Senator Bridges 
and myself. For your benefit, we will repeat a statement of some of 
the generalities involved which we outlined in our first hearing. 

We have now a stalemate in the Korean cease-fire talks and the 
breaking off of the oil negotiations in Iran—and | mentioned this 
yesterday—those matters have intensified and somewhat magnified, 
too, our military problems and the crisis that we have right at our 
doors. 

We have a responsibility to see that no part of our preparedness 
program is permitted to lag. It seems to us that one of the most 
important aspects of this program is our supply of cotton. We must 
be especially watchful of our cotton supply because it is influenced by 
the uncertainties of weather and pests. Now. the farmer can be 
depended upon to meet the requests made of him for production in 
emergency. Of course, he will not strike. The farmer knows nothing 
about sit-down strikes. that is the way he is, he does not perform in 
that manner, he does not strike, but the elements of nature are beyond 
his control, 
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I am very glad indeed to have you, Mr. Small, here as Chairman of 
the Munitions Board, which has been wrestling with this problem, 
and you have done some very fine work, I think. 

And now I will skip over part of the statement I have prepared 
here and get down to a little review for the benefit of you gentlemen 
who are going to testify today, about the testimony of yesterday. 

We had Secretary Brannan here yesterday and he developed for us 
our current cotton position, which appears substantially as follows: 

First, that we will have a total supply of somewhere in the neighbor- 
hood of 19,000,000 bales: 

Second, that we will consume for domestic production approxi- 
mately 10,500,000 bales; 

Third, that we anticipate export requirements of approximately 
5,500,000 bales, and that, he said, was a conservative estimate; 

Fourth, that it is possible that the British will stockpile approxi- 
mately 1,000,000 bales; 

Fifth, that this will leave us a carry-over of not more than 2,000,000 
to 2,500,000 bales, which, as you gentlemen know, is small. That is 
the carry-over now that is anticipated at the end of the next cotton 
year, which begins September 1; 

Sixth, from the year that just ended now, the carry-over is some- 
where under 2,000,000 bales. 

By contrast, we entered World War II with a carry-over of approxi- 
mately 13,000,000 bales. 

In addition, he brought out the fact that the farmers responded to 
the Government’s request for increased production this year, but in 
view of the present low price even in the face of current shortages, it is 
not likely that such a response could be expected again because many 
of the farmers have lost money in meeting the Government’s request. 

The Secretary of Agriéulture also outlined to us the cotton loan 
program under which program the farmers may place their cotton 
under Government-guaranteed loan in bonded warehouses, and from 
which they may withdraw and sell their cotton at any time. 

It was pointed out, however, that while this would result in the 
accumulation of cotton on hand, there was only one way to guarantee 
an available stockpile for military use, and that was by outright 
purchase. It appeared further that such purchase would not inter- 
fere with the present cotton programs. 

In view of all this, we wish to continue our exploration and, as a 
second step, to develop the military requirements. It was with this 
in mind that we have called this second meeting. 

We are very glad to have Mr..Small, chairman of the Munitions 
Board, and Mr. Houston, the vice chairman of the Munitions Board 
for Stockpiling Programing; and also Maj. Gen. Herman Feldman, 
the Quartermaster General. We will be very glad to have you 
proceed now. 


STATEMENT OF JOHN D. SMALL, CHAIRMAN, MUNITIONS BOARD, 
DEPARTMENT OF DEFENSE; ACCOMPANIED BY J. C. HOUSTON, 
VICE CHAIRMAN, STOCKPILE PROGRAMING; AND COL. R. E. 
SOXMAN, OFFICE OF MATERIAL RESOURCES 


Senator Srennis. You told me, Mr. Chairman, before we opened 
the hearing that you are here to answer questions, but I want you to 
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make a preliminary statement. I understand it is not prepared, but 
I would like to have a preliminary statement as to the general situation 
as you view it, and you might give us what study you have made and 
what particular inquiry. 

Pardon me, before you start, let me state this, that Senator Russell 
wants to be here and is coming if he can. He is holding hearings in 
the Armed Services Committee, and I do not know if he will be able 
to get here. 

Senator Hill is expecting to be here. 

Senator Ellender was here yesterday, as was Senator Maybank 
and also Senator Fulbright and Senator Long and Senator Sparkman 
also came in, and they all e xpressed a very great interest in this inquiry. 
They wanted to come back today and all of them have expressed their 
regrets to me that they could not make it. We are having a very busy 
time right now, as you can well understand. 

Now, Mr. Small, you may proceed. 

Mr. Smauu. Well, I think I might, Senator, take-off from one of the 
comments that you made, as to where do we stand today and what 
does it look like? 

Senator Srennis. Yes. 

Mr. Smauu. When I came down here last November—1 have said 
this several times before other forums—when I came down here last 
November I was extremely worried about the dangers facing our 
country. As of this minute I see no reason to have any less fear—in 
fact, more fear of the dangers facing our country. 

I do not know and no one knows what is going to happen. We 
may face an all-out emergency at any moment. We may face a long 
trial of endurance that might last for many years. We have to be 
prepared for both eventualities. 

The Joint Chiefs of Staff have told us that the minimum force 
strength necessary for security—they have given it to us in terms of 
divisions, of air groups, of ships, warships, and I might say that the 
aggregate of that force strength as of the present time has been pub- 
lished many times as 3% million people in the Armed Forces. 

The arming and the equipping of that force is under way and is 
gathering momentum, is gathering speed. We certainly believe that 
we will be ready to meet and defeat the enemy, should he elect to 
throw us into the catastrophe of an all-out war. 

Now, we are presently embarked upon a program of, rather than 
to build more weapons, to build stockpiles of tanks and various 
weapons—our purpose and our plan, in order to meet the second 
eventuality as well as the first one, is to equip the forces and put 
behind them a modest reserve sufficient to keep them fighting for a 
period and to have in being production lines which will turn out 
these weapons in sufficient volume if run at full speed to equip the 
forces we would need in the event of an all-out war, but not to build 
as many of those weapons that we can at once, which would have a 
terrific impact on our economy—— 

Senator Stennis. Allow me to present Senator Hunt. 

Mr. Smauu. As I was saying, give them the weapons that we need 
to equip the force, give them ‘this minimum of reserve behind them, 
and have production lines in being to have them run at high speed 
in the event of an all-out emergency. 

In that way we avoid obsolescence and we avoid many of the prob- 
lems inherent in going all out, with its terrific impact on the economy. 
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As it is, the impact is not too great. It is disturbing, but it is not 
too great—we can take it, [ think. 

It is a calculated risk. That is not all the security that we would 
like to have, but it is a calculated risk based upon an evaluation of 
all of the factors. 

When I speak of a stockpile of weapons, I am speaking of something 
that is entirely different from a stockpile of critical materials, as you 
know. 

Another aspect of national security is the strategic stockpile. The 
strategic stockpile which is set up under Public Law 520 is designed 
to have in our country, available to us, a supply, a cushion of certain 
selected materials, sufficient to bridge the gap between essential de- 
mands and probable suppliés in the event of all-out emergency. 

The stockpile is not a military stockpile. It is a national stockpile. 
It is there for the national economy, including the military; and in 
the case of many products in the stockpile, the military share is minor. 
In the case of some few, the military share is practically all, like 
columbium. 

In the case of tin, for example, which is a highly important item, 
the direct military share is not great, it is very smal]. After all, the 
number of tin cans that the Armed Forces consume bears some relation 
to the population. The other major use is in soldering, and the 
military share for that use is small as compared with all manufactured 
goods. 

Senator Stennis. But, of course, the fact that it is directly mili- 
tarily essential would have added weight with you, necessarily. 

Mr. Smauu. Of course. And, as I say, the military share varies 
from all to practically nothing. It runs the whole gamut, but it 
should be clear to everyone that the stockpile that is there is a national 
stockpile and it is to bridge the gap between the essential demands and 
uses, with all the controls that we would care to put in in case of all-out 
war, to cut down the nonessential use of a material, and what we 
expect to get, the probable supply coming into our country. 

The intent of the act, as we read it, seems pretty clear to us; that 
the national resources in the United States of certain strategic and 
critical materials being deficient or insufficiently developed to supply 
the industrial, military and naval needs of the country for the common 
defense, it is the policy of the Congress and the purpose and intent of 
this act to provide for the acquisition of stocks of those materials. 

Senator Stennis. We have the act here before us, should you need 
to refer to it. 

Mr. Smauu. I have it, also, Senator, thank you. 

So, the intent of the act—and Senator Hunt is very familiar with 
this problem because he is talking abut it all the time—the intent of 
the act is to put in the stockpile to the extent that the Congress 
provides funds, those materials which are of critical and strategic 
importance for the security of our country in the event of all-out war— 
“security” including the railroads, the hospitals, and any aspect of 
our national economy as well as the military. 

In great part the products that come under the stockpile or come 
into the stockpile, come from sources overseas in substantial share, 
and they are those things the supply of which is deficient or short here 
and that we cannot develop in this country, where we cannot see any 
possibility of supplying or developing a sufficient supply as, for ex- 
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ample, tin, which is a good example, because of that we have not 
enough tin to take care of us. 

The intent of the act then, as we understand it, is to provide this 
cushion for those things which are of such major importance to our 
security that it could be that we might win or lose the war, depending 
on whether we had the stuff or not, and depending upon the duration 
of the war. 

Then, on the basis of the—well, let me go back again. The deter- 
mination of what materials are to go into the stockpile and in what 
quantity is made by an interagency committee, including representa- 
tives, informed representatives from all the agencies and departments 
of the Government who are concerned with national security. 

Senator Srennis. Well, what Departments are they, Mr. Small? 

Mr. Smauu. Do you have a list, Mr. Houston? 

Mr. Houston. I do not have a list. I can tell you what Depart- 
ments they are, however. 

Mr. SMauu. Well, I can give you the Departments, Senator: De- 
partments of State, Interior, Agriculture, Commerce; National 
Security Resources Board; Bureau of the Budget; General Services 
Adn inistration; the Army, the Navy, the Air Force representatives; 
the Research and Development Board; Atomic Energy Commission; 
Economic Cooperation Administration, and, of course, Defense Pro- 
duction Administration or DPA; National Production Administration. 

All of those are represented in the interagency forum and are inter- 
ested in specific materials that they consider. 

They have an industry advisory committee and an interdepart- 
mental technicians advisory committee, who are familiar with the 
particular product in all of the elements. 

Senator Srennis. When a decision is made, do they make the final 
decision? 

Mr. SMALL. No. 

Senator Stennis. You make or the Board makes the final decision, 
does it not? 

Mr. Smatu. The Interagency Stockpile Committee receives the 
recommendations and the basic data from, let us say, the technical 
advisory committee, and working on that basic data—first, let me say 
that the basic data is supply and demand. 

Well, what is demand in the stockpile sense? Well demand is, how 
much of a particular product would be needed in the event of all-out 
war by the civilian economy, by the essential civilian economy. 

We get that from the Department of Commerce or from the NPA, 
they are the ones that develop that figure for the essential civilian 
demand. 

Then there is the essential demand for other agencies, like the mines, 
like the petroleum industry, the utilities, and so on, which are part of 
the essential civilian demand, and the military demand and the export 
demand. 

Each of those is put in by the agencies who have cognizance of that 
phase of the economy, the military being responsible only for the 
military requirements, which are a part of the whole. 

By adding together the essential demand as presented by these 
individual agencies, we get the total demand upon our country. 

The supply is furnished—we know the sources. For instance, in 
the case of copper, it is Chile and various other countries. Those 
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sources are evaluated in the light of advice which we get from Central 
Intelligence and from the Departme nt of State and from the Joint 
Chiefs, as to how likely it is that the supply might be cut off for one 
reason or another, or what is the probable share of that normal supply 
that we will get in the event of all out war. 

So, we come up with a total figure, then, of supply and demand. 
The Interagency Stockpile Committee then makes the recommenda- 
tion to the Munitions Board and to the Secretary of the Interior. 
They together make the decision as to materials to go in the stockpile. 

Senator Srennis. The Secretary of the Interior? 

Mr. Smauu. The Secretary of the Interior under the statute. In 
accordance with section 2 of the statute: 

To effectuate the policy set forth in section 1 hereof the Secretary of War, 
the Secretary of the Navy, and the Secretary of the Interior, acting jointly 
through the agency of the Army and Navy Munitions Board, are hereby author- 
ized— 
and so on. So, we act for them jointly. 

These recommendations when passed by the Munitions Board are 
then taken up with the committees on the Hill and they are discussed 
in great deal with the Budget and with the Hill, as to the propriety 
of them, and we ask for appropriations to acquire such quantities of 
these essential materials—— 

Senator Stennis. Do you do the actual] buying, then, yourself, 
Mr. Chairman? 

Mr. Smauu. No, the General Services Administration. 

Senator Srennis. The General Services Administration does the 
buying? 

Mr. Smauu. The General Services Administration does the buying. 
They follow, however, our directions. 

Senator STENNIS. Yes. 

Mr. Smauu. As to what to buy and how much to buy, and in time 
of peace, would follow our instructions as to when to buy, within 
what period of time. 

In a time of shortage such as this where the incoming suppy must 
be used for the essential civilian and for the current military, the 
share that the stockpile is allowed to get is controlled in fact by 
DPA rather than by any unilaterial actions we might make. 

Senator Srennis. Under DPA? 

Mr. Smatu. The Defense Production Administration, under Mr. 
Wilson. 

Senator Srennts. Yes. 

Mr. Smauu. And as we explained in the stockpile report to the Con- 
gress, the decisions which are reached there are controlling upon the 
rate on which we can make acquisitions for the stockpile. 

Now, the restrictions on the use of the stockpile are pretty strict, 
they are pretty rigid. 

The stockpile is a blood bank. It is there for a national emergency 
an all-out emergency, and, in my opinion, should not be used except 
for that. 

Now, because of an acute and sudden shortage of copper because of 
the strike, we were forced to release scme 25,000 tons of copper to 
take care of some essential programs for which copper was essential. 

Senator Srennis. And if this strike continues you will have to 
release some more; is that the situation? 
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Mr. SMAuu. I am very disturbed about it and I hope and pray that 
the strike will not continue. 

Senator STENNis. Well, I say, if it does continue, you will have to. 

Mr. SmMauu. We will have to, yes. 

Senator Hunt. Mr. Small, may I ask you a question? 

Mr. SMALL. Yes. 

Senator Hunr. It is not very material but it just runs through 
my mind. I remember you advising us of what you were going to do. 
Now, do you consider that meets the requirement of the law that 
says no material that is part of the stockpile may be disposed of 
without the express approval of Congress. Do you consider the 
approval of the Armed Services Committee as the approval of Con- 
gress in that sense? 

Mr. Smaut. In section 5 of the act—do you have that in front of 
you? 

Senator Hunt. Yes. 

Mr. SMALL. It says: 

Except for the rotation to prevent deterioration and except for the disposal 
of any material pursuant to section 3 of this act, materials acquired under this 
act shall be released for use, sale, or other disposition only (a) on order of the 
President at any time when in his judgment such release is required for the 
purposes of the common defense, or (b) in time of*war or during a national emer- 
gency with respect to common defense proclaimed by the President, on order of 
such agency as may be designated by the President. 

Senator Hunt. You did it then under (b)? 

Mr. SMauu. Under (a). 

Senator Hunt. The President issued an order, then? 

Mr. Smauu. The President, yes. 

Senator Hunt. You could have done it under (b), too? 

Mr. SMaAuu. Only by delegation, and that he did not do. 

The restriction there in section 5 which I just read means that in 
fact, we as the spokesmen for the stockpile—again, the stockpile is 
not a military thing—we are a spokesmen for the stockpile and the 
Congress. We hold on to this stockpile with a very jealous hold. 
I do not release any materials from the stockpile if it is humanly 
possible to avoid it unless and until the supply coming in, in time of 
all-out war, is adequate to take care of our essential needs. I must 
say that we are pretty tough about it and anything that gets into 
the stockpile therefore is pretty well sterilized for a very real emer- 
gency. 

Senator Hunr. It is in the deep freeze. 

Mr. SMALL. Yes, it is in a deep freeze, and I hope it continues in 
the deep freeze. 

Senator Stennis. You are familiar with the hazards connected 
with the cotton crop, which might wipe out the cotton crop, such as 
weather and pests—I am sorry, Mr. Chairman. Are you through 
with your outline? I do not want to cut you off. 

Mr. SMAuu. Well, | wanted to carry on for a minute or two, Senator. 

Senator Srennis. Surely. 

Mr. SMauu. Because one of the problems that you brought up in 
your preliminary statement is the question of the possibility of using 
strategic stockpiles to buy cotton; and another possibility is the 
possibility of the armed services or some of them to buy cotton to 
take up some of the slack at the present time in the form of a reserve 
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and I believe Mr. Brannan mentioned the use of the Defense Produc- 
tion Act for the same purpose. 

Senator STENNIS. Yes. 

Mr. Smauy. We have here, as you know, General Feldman, who is 
prepared to talk. He is the Quartermaster General and he can talk 
as to what the plans are and the quantities to secure and when they 
will be secured, which in turn is dependent, as you well know, upon 
the passage of the appropriations act. 

We are running on this continuing resolution, but this does not 
permit us to go very far into the future, as you know—on a month-to- 
month basis. 

So the problem, as I see it, and as has been stated in the newspapers 
and by many of the Members of Congress who have spoken to me on 
the telephone about it, who have spoken to me personally about it— 
if the Congress decides that they want to stockpile or they want to 
take out of the common supply here, and put this aside in one form 
or another, if that is the wish and the intent of Congress, there are 
several ways it can be done. 

One is to strategic stockpile, and that one is the one that I am 
primarily responsible for, and I thought I would speak to that—that 
was the suggestion of se -veral Members of C ongress. 

We had the Inter ragency Stockpile Committee looking into the 
question as to stockpiling and while they do not as yet have all the 
facts and cannot have all the facts because, first of all, we do not 
know what the so-called essential civilian demand would be within 
any firm figure—we have a good idea what our own requirements 
would be, but certainly we have no idea what the climate is going 
to be the next year or any other year for that matter, so it is almost 
impossible to estimate the supply. 

Certainly though we know that there is enough cotton grown, 
certainly in this country enough cotton is grown to take care of the 
normal needs of the country even in the event of all-out war. And 
we do know that the military share is minor. 

Senator Srennis. Well, ordinarily that is true. I mean, ordinarily 
there is enough to take care of the military and domestic needs. 

But as the Chairman of the Munitions Board would you not feel 
better if you went into a war—if you are going into a war—if you 
knew you had some cotton that you had control over to use as a 
blood bank? 

Mr. Smauu. You mean for the military, now; or are you talking 
about the essential civilian? 

Senator Stennis. For the use of all essential industry and military — 
whatever may be required. Would you not feel better about it? 

Mr. Smauu. Well, in the case of the military, the strictly military, 
their share is so small compared to the total take of the country that 
I feel confident that we are going to get all the cotton we need for the 
military in the event of all-out war. There might be some consid- 
erable distress to the civilian economy—but we would not lose a war 
on account of lack of cotton. 

Senator Stennis. But you would put the civilian economy to a 
great strain. 

Mr. Smauu. That is right. 

Senator Stennis. And you do feel that you should control the 
cotton by putting a ban on export, you feel that the Government 
should do that rather than letting it get away, do you not? 
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Mr. Smatu. I think you cannot generalize on things like that, 
Senator. 

Senator STENNIS. Well, they did that last fall. 

Mr. Smatu. There are certain allies that we have to supply with 
cotton. 

Senator STENNts. Yes; I know that, but we could protect our share 
by watching the exports. That is true, is it not? 

Mr. SMALL. Surely. 

Senator Srennis. But do you know the disruption of our economy 
that would cause, as it did last year? Now, those that see things only 
with selfish eyes say that this kind of a hearing is just to try to boost 
the price of cotton. 

Now, that is not true. That is not true, it is a false assumption. 
I want to avoid the imposition of any more export controls and I do 
not want to let the farmer take a beating for it, as he did last year. 
I do not think that is the fair way to do it. You are familiar with 
what happened last vear? 

Mr. SMALL. Surely. 

Senator Stennis. That is not critical of anybody. That seemed to 
be the only thing to do then, in the situation we were in. But I 
think we can look ahead and anticipate things and avoid such dis- 
ruptions of our economy and protect ourselves at the same time. 

Now, if vou were going into a war and, say, you were down to this 
low nub—we had 13 million bales when we went into World War II. 

Mr: SMALL. Well actually from Pearl Harbor on—at Pearl Harbor, 
according to the Department of Agriculture, we had 10.6 million. 

Senator STENNIS. Well, the Secretary told us yesterday it was 13. 
I believe that 13 was the beginning of the war in Europe in 1939. 

Mr. SMALL. 1938. 

Senator STENNIS. Or 1939. 

Mr. Smauyu. When we went in we had 10.6. 

Senator STENNIS. Well, anyway, there is a lot of difference between 
that and 2 million, which is what we have now. 

Mr. SMALL. Strangely enough, Senator—I do not know if this is 
material, but in 1941 we had 10.6; in 1942 we had 10.6, and in 1943 
10.7. In 1944 we had 11.2 and in 1945 with the relaxation of the 
controls at the end of the war it dropped to 7.3. 

Senator Srennis. Yes, with the imposition of controls, vou mean. 
We did not have any controls during the war, you know. They took 
controls off so as to increase the acreage. 

Mr. Smauu. No, I am talking about the use controls. 

Senator SrTennis. I beg your pardon, I thought you were talking 
about acreage. 

Mr. SMauu. No, use controls. So we did increase the stock, the 
carry-over, if you want to call it that, as a reserve during the progress 
of the war. 

Senator STENNIS. You had to depend solely on the production from 
year to year to sustain you, even for the military and 

Mr. Smautu. Well, I want to be sure, Senator, that you get the 
facts. That is all I] am talking about, the facts. 

Senator Srennis. Yes, that is what we want, facts. 

Mr. Smauu. And I am not trying to draw conclusions from that. 

Senator Srennis. But I think that is a fair question, based on facts. 

We close the present cotton year with a little less than 2 million 
reserve or carry-over. According to the anticipations you are going 
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to close out the next year with almost the same carry-over—in the 
next cotton year, I mean. 

Mr. SMALL. We are going to close out, according to the figures I 
have here which do not include the British part that Mr. Brannan 
was talking about, we are going to end up with an estimated 314 
million; and if the British take 1 million, then we will have 2 million, 
which is just about the same. 

Senator Srennis. On the other hand, if the Texas drought cuts 
down the cotton crop—and you know you cannot get supplies from 
any other country, any appreciable supplies. That is a certainty. 

Mr. Smauu. That is right. 

Senator Srennis. So you depend entirely on your production from 
year to year. Now, suppose you have an unusual season—you know, 
you can expect a good cotton crop and then you may have a rain 
which will virtually eliminate your cotton crop. 

Mr. Sma. Well, you can have either rain or drought and you are 
going to cut your crop. 

Senator Stennis. Are you familiar with the growing of cotton? 

Mr. Smauy. Well, I was brought up in Texas. I know a little bit 
about it. 

Senator Stennis. Well, if you have an unusual drought then, of 
course, it will hurt the crop; but ordinarily a drought is better for it 
than rain. Ordinarily dry years are when you make your best cotton 
crop; is that right? 

Mr. Smatu. That is right. 

Senator STENNIs. But what I am getting at is that you have to 
rely solely upon your production from year to year if you do not put 
some away. 

Mr. Smauu. Now, you are talking strictly in terms of the strategic 
stockpile? 

Senator Stennis. That is right. 

Mr. Smauu. There are hundreds, if not thousands, of things grown 
or made here in our own country to which the same conditions could 
apply. Coal is one. 

Senator STENNIs. Yes, surely. 

Mr. SMAuu. And if we tried to stockpile all of those things I do not 
—well, I would be rather reluctant to ask Congress for permission to 
do it. I do not think they would grant permission to do it. 

Senator Stennis. Well, we will take them one at a time. You are 
saying that there is some analogy between coal and the supply of 
cotton. 

Mr. Smauu. Well, any one of the basic things that we have in this 
country. Grain is another example. 

Senator STeNNIs. Yes; I am sure that grain is. It was testified 
around here the other day that we had as much coal within 20 miles 
area in West Virginia to supply our country for 100 years. I hope 
that is correct. 

But anyway, getting back to this proposition here, what fault 
could there be to setting aside, say, 1,000,000 bales of cotton where 
the Government would have control over it? Let us see what fault 
there is to that. The cotton is storable all right, it will not deteriorate 
from being stored, if properly stored. 

Mr. SMAuu. No; it will not deteriorate. As a matter of fact, some 
people say it improves a staple from storage. I am not expert enough 
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to know about that. It does cost money, of course, I believe the 
average cost is 25 cents a bale a month, which is $3 a year. 

Senator Stennis. Do you feel that there is any prospect of the 
Government being able to get cotton any cheaper than it can now, 
should there be a war? Do you expect cotton to go down more than it 
is now, or have you looked into that? 

Mr. SmaAuu. No; we have not looked into it from the point of 
speculation at all. 

Senator Stennis. Well, I do not mean that. I know that you 
would not be speculating. However, the question always crops up 
about losing money. 

I do not think there is very much chance of your losing money. 

Senator Hunr. May I ask a question? 

Senator Srennis. Yes. 

Senator Hunt. Mr. Small, do you not think it would be helpful 
to the Congress and to yourself and others also if you would have 
somebody on your staff, assign some member of your staff, to look 
into the financial aspects of it, when you ought to buy and when you 
ought not to buy? I had in mind, of course, that—and we have gone 
over this before, the subject of wool, buying wool by the Government 
when we were just hooked and hooked and hooked because they would 
not stockpile wool when they could buy it at a reasonable price and 
then when the necessity arose and they had to have it, then of course, 
the price of wool was clear up to the top. 

Now, with cotton, I do not know much about the price of cotton. 
I understand that it ranges up to 40 cents or 45 cents or something 
about that, and that it is around 32 or 33 cents now. If this emer- 
gency should develop, an all-out war, we know of course that then 
the demand would be jumped up immediately and with the small 

carry-over that there is, there could not be any way for the price to 
go but to go up. So would it not be good business to put in some 
cotton now as a hedge, particularly if it does not deteriorate? 

Mr. Smauu. Well, Senator, are you talking to me as the stockpiler 
or are you talking to me from the military 

Senator Hunt. Well, I am talking from the general angle of what 
is best for our Government to do without specifying any particular 
branch. 

Mr. Smauu. Well there is no question about the fact that a reserve 
set aside has a stabilizing influence and a helpful influence. Some- 
times that works to the advantage of people and sometimes it works 
to the disadvantage of the grower or the producer of a particular 
product, having such a reserve. 

I cannot quarrel with the concept that in the event of an all-out war 
with the present very low carry-over and the increased military de- 
mands which would follow and which would fall in great volume, that 
there would be restrictions upon the civilians—fewer dresses for the 
women, fewer clothes for the people—and that if the Congress elected 
to provide the funds for such a reserve, I would say it would have a 
great deal of merit in it, realizing however, that the precedent that 
you set could well be applied to almost anything. 

I made a talk the other day before a group of people and some young 
lady came up to me after the talk and said that she was very much 
concerned in what we should stockpile and thought that we should 
stockpile steel drums. 
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Senator Hunr. Steel drums? 

Mr. SMALL. Steel drums, ves; because their industry wanted to sell 
some steel drums into the stockpile. We have a host of that kind of 
thing that crops up, and I know you are familiar with that, and they 
are inherent—and there is a good deal to be said on both sides of it. 

Now, from the standpoint of the strategic stockpile and under the 
act under which we operate, it is our opinion that stockpiling cotton, 
strategic stockpiling of cotton, would not be appropriate under the act 
unless we received other instructions from the Congress. That. is 
not true, however 

Senator SrTeENNis. Pardon me. You mean amendment of the law 
or resolution or what? 

Mr. SMauu. Well, the mechanics of it, there are several ways that 
could be done wnder this act, if you cared to do it. It is quite possible 
to do it under the Defense Production Act if we had the mone y. 

Senator STENNrs. I mean, is it your position that Congress would 
have to amend the law before your Board could take on cotton as 
one of the items 1a the stockpile? 

Mr. Smauu. I think that is the way we understand it, if we took 
administrative action under our concept of the act, of the intent of 
the act and of the Congress, that it would not be proper for us to 
declare cotton strategic. 

Senator STENNIS. You mean you do not have the authority to do 
that or that the facts do aot justify doing it? 

Mr. Smauu. The criteria set up ta the act—cotton is the kind of 
thing that would not meet those criteria. 

Senator Stennis. Well, that is a question of facts, is it not? 

Mr. Smauu. Surely. 

Senator STeNNis. And it would not take an amendment of the law. 
The facts about cotton could be such that they would bring it within 
the tatent of the present law. Is that not correct? 

Mr. Smauu. The facts very definitely could be such. 

Senator STENNIs. Yes. 

Mr. Smauu. As to bring it within. 

Senator STENNIS. Yes. 

Mr. Smautu. However, if it were the intent of Congress that they 
wanted to pursue that course and put it into the strategic stockpile, 
we surely would have to come back here and ask you for some money 

Senator Stennis. Yes. Well, we will get to that matter later, but 
you do not think it is necessary to amend the law, the letter of the 
law, that you do have the authority to stockpile cotton? 

Mr. Smauu. The letter of the law is: 

That the natural resources of the United States in certain strategic and critical 
materials being deficient or insufficiently developed— 
that is, inadequate, not being enough—— 

Senator STENNIs. Yes. 

Mr. SmMauu (continuing reading:) 
to supply the industrial, military, and naval needs of the country for common 
defense 
and it should fall within the rather narrow range, and it goes on to say: 

*x* * * 


it, is the policy of the Congress and the purpose and intent of this act 
to provide for the acquisition and retention of stocks of these materials and to 
encourage the conservation and development of sources of these materials within 
the United States, and thereby decrease and prevent wherever possible a dan- 
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gerous and costly dependence of the United States upon foreign nations for sup- 
plies of these materials in times of national emergency. 

Senator Stennis. Well, those are very broad words there; but you 
would be in a better position if a war should start to carry on our 
essential economy—and now I am not talking about the frills that vou 
mentioned, not talking about extra dresses—we would be in a better 
position to carry on our essential economy if we had an adequate 
supply of cotton, would we not, a substantial supply of cotton as a 
background, whether it is in the stockpile or wherever it is, so long 
as we have it? 

Mr. Smauy. Well, vou would—let me put it this way: You would 
certainly be able to avoid depriving the civilian population of cotton 
fabrics if vou had enough cotton to take care of the entire demand. 

Senator Hunr. This time we may be able to save our shirttails. 

Mr. Smauu. I never did like those short shirts. 

Senator Hunr. Yes. 

Senator STENNIS. Well, it goes much further than that. If you are 
down to such a narrow margin, starting into a war, and if then you 
have a bad cotton vear—I think it is very serious, myself. 

In the first place, there would be a great demand for more fertilizers, 
more machinery, more labor, and everything else; and then vou have 
the weather and the insects and the other hazards confronting the 
coming cotton crop. 

Now, I can appreciate the fact that you do not want to set a prece- 
dent here, in going into these items. I mean, you would be loath to 
do that. 

Mr. Smauu. No; we have to administer the act. 

Senator STENNIS. Yes; of course. 

Mr. Smauu. In accordance with the will of the Congress. 

Senator Stennis. I appreciate that. 

Mr. SmMautu. As we interpret it. Now, maybe we interpret it 
wrongly. I do not know. But we think we interpret it rightly. 

Senator Stennis. Well, I think also that you move with some 
caution. 

Mr. Smauu. That is right. 

Senator Stennis. And you have got to hoard your money, too. 

Mr. Smauu. We certainly do. 

Senator STENNIS. Yes; you have to, just as we have to hoard ours, 
too. But, at the same time, we have a commodity here now—we are 
not talking about those that we cannot get at home, such as wool. 
We cannot get cotton anywhere except at home, can we? 

Mr. Sma. Not in quantities; no. 

Senator Srennis. That is right, not in any appreciable quantity. 

Mr. Smauy. You understand that the relative proportion of the 
military take as compared with the civilian take, in the case of cotton— 
their take is minor. 

Senator Stennis. Yes; but so much of the economy is based on it 
and it is so essential—again, I raise this question here, where is there 
objection to stockpiling it—we covered the price feature and storage. 
I want to give you a chance to show us any point wherein it is defec- 
tive, such a proposal. Can you think of anything that militates 
against it, in addition to what vou have said? 

Mr. Smatu. I do not think there is anything more. Do you have 
anything? 
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Mr. Houston. No. 

Mr. Smauu. I think we have covered it very well. 

Senator STENNIS. Well, now, getting away from your interpretation 
of the act for just a moment and going over to the Defense Production 
Act, you certainly think it would be a sound proposition to have 
some of this on the lay-away plan, do you not, some cotton; I mean 
a blood bank? 

Mr. Smauu. We'l, again, it is a question of the degree of deprivation 
and certain funds have been provided under the Defense Production 
Act. I am told by Mr. Fleischmann that those things that are 
considered to be essential demands already amount to one-third more 
than the fund itself, so that he has to be extremely economical in the 
use of his funds, he already has this call for a great deal of money 
for the vital things—— 

Senator Stennis. Yes, I know, but still it is just as undeniable, 
too, is it not, that some of this in reserve should strengthen the 
situation, should we face an emergency? 

Mr. SMALL. It would make it smoother. 

Senator STENNiIs. It would strengthen our hand considerably 
rather than depending upon year-to-year production. 

Have you looked into the proposition, now, that the support price 

loan price of cotton is right around the cost of production in 
many areas? 

Mr. Sma... I understand that it is. 

Senator STENNis. But have you looked at it yourself? 

Mr. SMatu. No;I have not. Iam taking the word of Agriculture. 

Senator Stennis. And if that is true, you could not expect much 
production from those areas, could you? 

Mr. Smauy. You certainly could not expect production if people 
lose money or even if they break even. 

Senator Stennis. That is right. So that is part of the whole 
picture that has got to be considered here; and the picture is not 
complete until you do consider it. 

I understand that is a fact, that in certain areas the cost of pro- 
ducing a bale of cotton is right at the point where the loan price is— 
that is to say, the price is at that low level. That is a part of 
this picture. 

I do not think just because the direct military demand is so low 
that the Board, representing the whole economy of the Nation, should 
just sit back and say that just because the military demands are 
going to be met, that you are not going to take care of —— 

Mr. SMALL. Excuse me, Senator, vou know I look in two different 
directions. I see the military and the other. But on the stockpil- 
ing—you remember, the stockpile that we have is only one avenue 
toward what we are talking about. 

Senator Srennis. I understand. 

Mr. Smauv. The stockpile, not construing the act too rigorously—it 
seems to me that a product like cotton does not fall within the intent 
of the act, as I interpret it. Of course, I may be wrong. 

Senator Stennis. You have already stockpiled some copper, have 
you not? 

Mr. Smauu. We have already stockpiled some long staple cotton, 
too. 
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Senator Stennis. And in the case of copper you are faced with the 
situation right now, today, that due to a strike you may have to pull 
out some of the stoc kpile of copper and use it. Is that not true? 

Mr. Smauu. We have to, if we want to maintain full employment 
in our country. 

Senator Stennis. Well, I say, you are faced with that possibility, 
are you not? 

Mr. Sma. That is a decision that is made by the civilian agencies. 

Senator Stennis. I understand that and I am not blaming you, 
but even here in relatively peacetime, you are faced with the possibility 
of using some of your stockpile of copper because of a strike. 

Now, in the case of cotton, the farmers are not going to strike. They 
do not do things in those terms. You know that. 

Mr. SmMauu. Yes. 

Senator Srennis. But if their price gets down below the cost of 
production they just naturally will have to go to something else to 
make a living. 

Mr. Smauu. That is right. 

Senator STENNIs. So all of these contingencies—and I am saturated 
with this military program, in fact, I personally think we are probably 
carrying it out faster, expanding it faster, than our economy perhaps 
but I think that it is a mighty sound step for the Government to put 
by some backlog of this material now, while we have it, under absolute 
control for future use and not depe nd upon export controls to do it, 
and not to depend on next year’s production. 

Now, are there any other phases, any other facts that you want to 
give us—first, Senator Hunt, do you have any questions? 

Senator Hunv. I would not attempt to enlarge on any questions 
or any philsophy with reference to cotton in contrast with the gentle- 
man from Mississippi. Now, if you want to get into wool, I can talk 
about it. 

Senator Stennis. Well, if there is any question you want to ask 
about wool, Senator, I think you may. 

Senator Hunt. No;I donothaveany. Might I ask, though, if you 
are stockpiling any rayon or nylon? 

Mr. SMALL. No, sir. 

Senator Hunt. I am glad to hear that. I do not have anything 
further. 

Senator Stennis. I would like to ask you this about copper, about 
our source of supply. We have some of our supplies domestically, 
I know, and some of it is from foreign countries—about two-thirds of 
it from foreign sources, is that right? 

Mr. Smatu. We have about 100,000 tons a month from domestic 
sources and 60,000 from abroad. 

Mr. Houston. It is somewhere close to two-thirds domestic. 

Senator Stennis. Well, I had that reversed. You do not have any 
copper in your State, Senator Hunt? 

Senator Hunt. We do not produce copper at all. 

Senator Stennis. Well, Mr. Chairman, is there something else you 
would like to say now? 

Mr. Smauu. I think I have given you the picture as I see it, from 
the strategic stockpile point of view and from the military point of 
view. 
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General Feldman is here and the general can tell you as to acquiring 
a reserve of cotton goods which is dependent upon the passage of the 
appropriations act, that determines when he can go into his contract. 
Now, the minute that he can take contracts for fiscal year 1952, of 
course, that will have an immediate impact on cotton because people 
can go ahead and buy the cotton. 

Senator Hunt. Mr. Small, I see that we have a goodly representa- 
tion of the press here today. Without mentioning any one item, if 
you want to make any statement with reference to stockpiling, they 
might appreciate it. 

Mr. Smauu. Well, as you know, Senator, we have some 73 items 
on group I of the stockpile. 

In dollars, let us say that we have got about one-third of the stock- 
pile in the bank. We have a lot more of it under contract and under 
procurement, and we have certain agencies, such as GSA and the 
Bureau of Mines and Defense Metals and so on, expanding certain 
sources of these things, in view of the shortages that exist world-wide 
on many of these things. 

I think the fact that everything on this list, this stockpile list which 
was made up in time of peace and changes, you know, from month to 
month and year to year—it demonstrates the care with which these 
- particular things were selected because all of them are scarce, they are 
very searce. 

Progress in getting material into the stockpile is not as rapid as I, 
as the stockpiler, would like to see. Obviously, if this is the blood 
bank then the blood should be in the bank yesterday, not tomorrow 
or next month or any other time in the future, it should be in yesterday. 

Now, we could not do that without creating an undue and unneces- 
sary impact on the economy. But we are making progress, slowly but 
surely, and good progress. 

Senator Hunr. And you have been handicapped to some extent by 
virtue of the inadequate appropriations prior to the outbreak of the 
Korean war. 

Mr. Smauu. That is very certainly true, Senator. We are not now; 
we have the money. If we had had this money back then, we would 
have a pretty adequate stockpile long since. 

Senator Hunt. Considering the situation as of today and pre-World 
War IT, I think perhaps we were certainly smart in the Stockpile Act 
and that we are in a better position than at the start of World War IT. 

Mr. SMauu. Infinitely better. Congress was certainly very wise in 
embarking on this program. 

Senator Stennis. You remember last spring Secretary Brannan 
issued a call for 16 million bales of cotton. He asked the farmers to 
produce that much, and they produced 17 million bales. Ap- 
parently if there had been 2 million under what the call was that would 
have been 14 million and you would not have had any carry-over at all. 

Mr. Smauy. None. 

Senator Stennis. That illustrates what I mean when I say I think 
you ought to set aside a million bales of cotton. You estimated 
about a 3-million bale carry-over at the beginning of the new year. If 
production had been under 2 million you wouid not have had any 
carry-over. 

Mr. Smauu. I will not quarrel about that, as I said before, but I 
sincerely believe that this is not the proper avenue. 
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Senator Srennis. I understand your position. We credit your 
sincerity and your analysis from your viewpoint which is all right. 

We have Mr. Houston with us here today. We will be very glad 
to hear from you, Mr. Houston, as to anything that you want to say. 

Mr. Houston. Thank you, Senator, but I think Mr. Small has 
covered the ground very thoroughly here. I do not believe there is 
anything further that I could add to the discussion which has taken 
place here. 

Senator Stennis. Are you familiar with the way they grow cotton 

1 Texas? 

ae. Houston. No; 1 am not as familiar with that as Mr. Small is. 
I do not happen to come from a cotton-growing State. 

Senator STeNNis. Things are stored out there in Texas. I came 
through Texas one winter and saw all of the cottonseed out on the 
ground. I inquired about it and they said, why, that is the way that 
they store it all of the time. That is very fortunate, that they can 
store the cottonseed on the outside there. 

General Feldman, if you will come around please, we shall be glad 
to hear from you. 


STATEMENT OF MAJ. GEN. HERMAN FELDMAN, QUARTERMASTER 
GENERAL, UNITED STATES ARMY 


Senator Stennis. General, we have had a very brief discussion of 
this. ] believe we met the other day at lunch and talked a little bit 
about it. You know the general scope of the inquiry here. 

If you will just proc eed in your own way and tell, then we will 
talk about some points later on. 

General FeLpMAN. As was discussed by the Under Secretary at the 
luncheon to which you refer, we are all familiar with the program of 
requirements as reflected in the budget. We are all familiar with the 
status of the appropriation bill whic h is still pending. And depending 
upon the date of its passage we still have a certain procedure whereby 
we are limited on a monthly basis in the amount of funds that might 
be expended, pending the passage of it. 

Senator Stennis. That is your current appropriation bill? 

General FELDMAN. That is the 1952 appropriation bill. 

Senator SrenNNis. Before you go into that, give us a little outline 
of how you operate with your department, unless Senator Hunt has 
looked into it. Iam sure that both of us need a little information on 
that. 

Senator Hunr. I looked into it unsuccessfully. 

Senator STENNIS. I mean, you know his system better than I do. 
[ think the record ought to have a brief statement on the way you 
operate. 

General FetpMAN. First of all, we are given a basis on which our 
computation of requirements are made. That is, we are given troop 
strength and disposition of the troops for the vear and for which the 
appropriation budget is based and determined. 

Based on those troop dispositions and strengths we compute in 
detail the requirement item which is based on certain tables of allow- 
ances, tables of organization, and types of organization and the areas 
in which troops are to be disposed in arriving at those end quantities. 
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Those quantities are then computed on the basis of cost as of a 
given cut-off date which is the date on which prices are to be used for 
the extension of these costs, of the end item. 

Those preliminary estimates are then submitted to our department. 

Senator Stennis. You say you are waiting for your appropriation. 
Let us get it down to a 1-year basis, so that you can make your esti- 
mates now for what year? 

General FetpMAN. For the current fiscal year 1952. 

Senator Stennis. The cloth that is coming off the board and being 
made into shirts and all such now, you gave the order for that way 
back yonder, did you not? 

General FetpMAN. Yes, sir. 

Senator Stennis. How long did it take? 

General FetpMaN. Our time ranges from 3 to 9 months, depending 
upon the type of item involved. From the textile, in the case of uni- 
forms, to the uniform it will be as much as 9 months before it reaches 
a soldier. 

Senator Hunt. General, you have given us the data that you need 
before you place your orders. Say that your requirements would be 
in the neighborhood of 10 million yards of woven cloth and you would 
know that it was not going to vary more than three or four million 
yards either way, and the opportunity came along and it seemed to 
be a good buy to step in the market and get your requirements within 
three or four million yards of what the requirements might be, you do 
not mean to say that you do not take advantage of such opportunity? 
You do not wait until the actual amount of materials that you must 
buy is known. You certainly do not wait until those are before you 
before you go in to purchase? 

General FetpMan. To the extent that moneys are made available 
to us, we do go into the market at the most opportune time. However, 
I might add that at this point the Congress authorized 50 percent more 
than the obligation rate of the last quarter of the fiscal year 1951, in 
order to provide for certain seasonal procurement. Within that limit 
of 50 percent of more than the obligation rate of the last quarter of 
1951 we must live within. 

So to the extent that those funds are available to us we do go out. 
Of course, we must also bear in mind that we are not only talking 
cotton textiles, but a balanced program to meet the troop demand 
in the field. So that limited rate must give us a balanced program 
as we progress. 

Senator Hunt. But you do have some leeway to make a good buy 
when the opportunity presents itself? 

General FreLpMAN. Yes, sir. 

Senator Srennis. You say you are waiting for this appropriation 
bill. 

In the first place, do you buy these goods yourself? 

General FeLtpMaAn. Yes, sir; through our purchasing office. 

Senator Stennis. You go out in the market through your purchas- 
ing office? 

General FrtpMan. Yes. 

Senator Srennis. And you buy these goods yourself? 

General FretpMaAn. Yes. 

Senator Stennis. Since this appropriation bill has been lingering 
here—the estimates did not come in, as I understand, on some of the 
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military bill until May and it has lingered on here until nearty Sep- 
tember—you were not just waiting for that, I am sure. 

General Fetpman. No, sir; we are not. I might explain to you 
what is being done. ( ‘ertainly i in the particular field which has been 
mentioned here, that is, this duck and webbing, in the duck field we 
are familiar with the fact that there have been a great number of con- 
verted mills, mills that were converted to the production of duck, that 
is, the carpet mills, the drapery mills, and the others in that field. 

We are producing what we call our lighter duck. Iam merely rely- 
ing on my memory now. We have about 52 such mills that were 
converted, 

Then, in addition, we have a number of integrated mills. They 
were given orders with our 1951 funds. They are currently produc- 
ing. Some of them will be running out the end of the middle of next 
month and progressively on through the month of November 

As of this morning we were granted authority to negotiate with all 
of these mills, both the converted and the integrated. 

Senator STennis. As of when? 

General FetpMAN. As of this morning. We had some free dollars 
that we could throw into this. 

Senator Stennis. Who gives that authority? 

General FetpMan. In this case the Under Secretary of the Army. 

Senator Stennis. Mr. Alexander? 

General FetpMaNn. Yes, sir. That matter, incidentally, has been 
under consideration for several weeks. 

As of today our New York purchasing office will be in contact, or at 
least start negotiation with a number of these mills and shortly shall 
be in negotiation with all of these mills with a view of giving them 
sufficient work and having a minimum rate to keep those mills pro- 
ducing through December 31 of this year, by which time we will then 
have an opportunity to get our 1952 money and then more progres- 
sively go ahead. 

Senator Srennis. Let me poi t out another reason. You are not 
expecting to get cotton any cheaper than now, are you; is it not about 
as low as you expect it to go? 

General F ELDMAN, That is correct. 

Senator STENNIS. So you would not gain anything by waiting 
there on prices, would you? 

General FreLpMANn. No, sir. 

Senator Stennis. As a matter of fact, you think, so far as price is 
concerned, now is the best time to buy; is that not your judgment? 

General FeLpMAN. Yes, sir. Last month would have been a better 
time. 

Senator Hunt. General, the woolen mills are in need of work 
right now. 

General FrLpMAN. Yes, sir. 

Senator Hunt. The price of wool is roughly at one-half what it was 
at its peak, yet aside from the mills being not busy at all, wool is not 
moving. Does the statement you just made with reference to the 
authority you got this morning apply to wool, too? 

General Fe_tpMAn. No, sir. It does not because such funds as we 
had in our 1951 to cover reserves are already in the mill on woolen 
textiles and reserves. Our 1952 budget will cover our current 1952 
requirements, based on the new criteria that govern’ those 
requirements. 
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Senator Hunr. I understand you have purchased in 1951 up to the 
limit of your available funds? 

General FrtpMAN. That is correct. 

Senator Hunr. In woolen material? 

General Fe_pMan. That is correct. 

Senator Hunr. And it would be impossible for you to make future 
purchases until your 1952 moneys are available? . 

General FetpMAN. That is correct. 

Senator Hunr. Even though the opportunity presents itself right 
now to get it at one-half of what vou paid in the past? 

Senator Srennis. While we are on that subject about the buying, 
I ran across this excerpt here from the Journal of Commerce, Tuesday, 
August 28, entitled “Cotton Yarns.”’ And the first paragraph of that 
reads: 

The approximately 29 million linear yards of cotton cloth asked by the Army 
over the week end, while viewed by some mill spokesmen in the cotton-sale yarn 
market as a sign of better things to come, is regarded by most as only a drop in the 
bucket. It will require much heavier Government buying to give the yarn 
industry the shot in the arm it sorely needs. 

You mentioned there about the mills, you see. And it has this 
further paragraph: 

It is conceivable that more enthusiasm might have been shown had it not been 
for the statement made late last week by Maj. Gen. Herman Feldman, Army 


Quartermaster General, that present plans do not call for letting contracts for 
the Defense Department’s new cotton duck and webbing pool until next February. 


Had you had a chance to read that before? 

General FetpMan. Yes, sir; I recall the statement quite clearly. 
And at the time that was made it was a very correct statement 
because on the limitations that were imposed upon us as to our method 
of programing our requirements and our procurement procedure we 
were required to procure only our current requirements and not to 
procure anything for our reserves at all. Therefore, in programing 
our requirement of textiles we came up with a phased requirement for 
our current need following which we would then have gone out to 
our reserve. 

Senator Stennis. Who put that limitation on you? Was that the 
Congress or was that the Department? 

General FetpMan. I do not know on which this memorandum was 
based, but it is from the Secretary of Defense over the signature of 
Mr. Lovett in which he says in part: 

Some of the goods procurement programs including subsistence on clothing 
should be confined to current consumption requirements based on the approved 
personnel program adjusted by known lapses. No mobilization reserves should 
be procured pending further congressional action on the fiscal vear of 1952 appro- 
priation bill, except in accordance with procedures established in Deputy Secre- 
tary memorandum, May 31. 

It was on the basis of our programing which was in line with this 
directive on which that statement by me was made. 

Senator Stennis. As I get that, though, it is not a congressional 
limitation or a prohibition in the appropriation bill or in the law; that 
was a departmental directive to you. 

General FretpmMan. At least I say this was a departmental directive 
to me and without any knowledge of the background on which it was 
based except an analysis of the available funds and better programing 
was dictated. 
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Senator Stennis. It is true that you think now is the time to buy, 
do you not? 

General FeLpMan. Yes, sir; I do. 

Senator Hunt. General, on what information, from whom did the 
Assistant Secretary come to that conclusion? Your office is primarily 
the office looking toward the procurement and the need of require- 
ments for, at least, one branch of the service. Did your service make 
such a recommendation to the Secretary? 

General FetpMan. No, sir; no, sir. We submit our recommenda- 
tions, our programing as we see it, and, based on the analysis by the 
various staff agencies, we receive our guidance. 

Senator SteNNis. So when that directive was issued the mills were 
closing down and the cotton market was going down; is that right? 

General FetpMaANn. Well, this memorandum was dated July 6 and 
the mills were then on full-scale production, so far as the cotton duck 
and webbing was concerned. They are only now running out of 
contracts. 

Senator Stennis. But they were approaching, any way, the ex- 
haustion of their contracts, and the cotton market itself was going 
down appreciably along about then? 

General FeLpMAN. That is correct. And the mills were very ap- 
propriately concerned about what the future may hold and it was 
on that basis that 1 was asked the question to which that statement 
was given as an answer. 

Senator Stennis. You want to reverse that policy now? You say 
it is your judgment that it should go on and buy now, if that is a 
fair question. 

General FetpmMan. Well, I would only answer that this way: I 
think that it is timely to buy now. As to whether the policy shall be 
reversed or not——— 

Senator STENNts. I thought it was a fair question, because this is a 
congressional inquiry here, and Congress is the one that has the 
responsibility of putting up the money and the responsibility of 
buying. 

General FretpMan. That is correct, but 1 must point out that my 
quartermaster responsibility is only one phase of the over-all program 
and it must tie in and fit into the over-all picture. 

Senator STENNis. | appreciate your position in it. 

Senator Hunr. Do you have the same feeling with reference to 
woolen goods? 

General FetpMaANn. As to the policy? 

Senator Hunr. Yes; that vou have just enunciated to the chairman 
that you felt now was the time to go in and buy. 

General FeLpMAN. Yes. 

Senator Srennis. Well, this buying that you announced, I believe, 
last night or yesterday, told them to go and buy, was that pertaining 
to this? I did not remember this item that we have been disc ussing. 

General FetpmMan. Cotton and duck. 

Senator Hunt. General, what agencies, what committees, or who 
on the Hill, if anybody, gets a copy of such an enunciation by yourself 
or such an order? 

General Fe_pMAn. As to our program? 

Senator Hunt. Yes. 
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General FetpMan. Well, it will be the Department of Army Staff, 
the er Advisory Committee actually on our staff. 

Senator Srennis. Our remarks have been directed then toward this 
duck and webbing pool here? 

General FetpMAN. Yes. 

Senator Stennis. What is the buying that you say that you told 
them to proceed with yesterday; was that confined altogether to the 
duck and webbing? 

General FeLpMAN. Yes, sir; because it is the only area for which 
substantial funds are included in our 1952 budget for reserves. 

So far as our current requirements are concerned, it should be a 
progressive-basis procurement, but we have other factors than pro- 
curement for consideration. 

Senator Stennis. This bill will be out on the floor, I believe, in a 
few days, but the House of Repres is 
become law maybe for 30 days at the least. By that time a great 
many of these cotton farmers will have already sold their cotton. 
And in fairness to them and an orderly economy, it seems to me, 
particularly in view of what you say as to your opinion, that something 
ought to be done to bring this on out into the open and let you go on 
and act. You are not permitted to go out and indicate to the trade 
what your requirements will be, that you are going to place your orders 
by a certain time? 

General FetpMan. Relying again on my memory, Mr. Chairman, 
we have made a public announcement which is substantiated more 
or less by the statement here as well to which you have referred a 
moment ago, what our procurement requirements are and would be 
during the fiscal year. And we phased it in order to obtain orderly 
procurement. 

My recollection is that in putting out such an announcement 
publicly we hedged against it on the basis that it was all subject to 
the availability of the appropriation, and until we do obtain these 
funds through an appropriation, assured that we do have them, there 
is no way to firmly commit the Government. 

Senator Stennis. I understand that, but if you made a pretty 
definite announcement along this line it would have its effect in the 
miller’s orders with the business generally and supporting the price. 

General FetpMan. It will have a definite effect in one of two or 
possibly both directions. If it comes to pass that all of the funds that 
we requested are not available, then as it happened in 1951 when we 
were unable to procure all we said we thought we would procure, the 
reaction was very, very unfavorable from the trade. 

Senator Hunt. Of course, it works both ways. This happens to 
be, perhaps, a situation where it would have an effect of increasing the 
price of cotton. On the other hand, if at some future time we found 
it necessary to give out a public statement that you were not purchas- 
ing and did not intend to for some period of time, it would have just 
the opposite effect and would depress the price. 

Senator Stennis. Cotton was 45 cents a pound bere in February, 
you remember. 

General FeLpMAN. Yes, sir. 

Senator Stennis. Were you buying along then? 

General FetpMan. In February, yes, sir; we were. 
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Senator StTeNNis. Do you not expect cotton to go back up some 
after it moved into the market and the market takes the impact of 
the crop; do you not think it will go up? 

General FetpMAN. As soon as this over-all program is assured by 
the appropriation act, it is bound to go up some. 

Senator Stennis. As soon as what? 

General FetpMaNn. As soon as the appropriation act is passed, when 
the funds are assured, the price is bound to go up, in my judgment. 

Senator Srennis. This figure here of these funds is not in contro- 
versy before these congressional committees, is it; the funds to be 
available to you for your purchases? That is not in controversy in 
the committees, is it, so far as you know? 

General FeLtpMaANn. I would like to identify which funds you have 
in mind. 

Senator Stennis. I was referring to the funds which you were going 
to use to buy these goods. You “know already about what you are 
going to get, do you not? 

General FetpMANn. Well, no, sir. The funds that I have in mind 
for the procurement of the cotton goods to which I referred and which 
I indicated would be placed in February are in this 1952 budget. 

Senator STennis. I mean the figures are already set and there is no 
debate about what they will be and that they will be allowed, those 
funds in particular? 

General FetpMAN. Well, I wish I was sure and certain of that. 

Senator Stennis. You have not had any indication that they are 
not going to give you the sum that was set in the bill, have you? 

General FetpMan. I appeared before a Senate committee yesterday 
on a reclaimer for $130,000,000. 

Senator Stennis. A reclaimer? 

General Fetpman. A reclaimer, yes. 

Senator Stennis. You mean, you asked that it be stepped up that 
much? 

General FetpMan. No, sir, which the House cut. 

Senator Srennis. Yes, I see. Some of that money to be used 
this program that you are talking about? 

General FetpMan. Bound to be; bound to be. 

Senator Stennis. Well, vou feel like you have done everything 
that you can, then, until this figure is actually made final? 

General Feipman. I believe so. I am certain of it, because I am 
guided entirely by the directives that we receive from the Department. 

Senator Stennis. The Department then would have to change their 
directive before you can proceed? 

General FetpmMan. That is correct. 

Senator Stennis. Do you have anything more on that question, 
Senator Hunt? 

Senator Hunt. Not exactly on that line. 

Senator Srennis. You have something about the wool situation. 
applies in the same way. Go ahead and ask about any of it. 

Mr. Smauu. May | interpolate? 

Senator Srennis. Yes. 

Mr. SmMauu. The reasons behind that directive of Mr. Lovett’s are 
very clear and I believe very sound, but Mr. Lovett has given the 
authority now to the Department if they can justify it to the Comp- 
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troller for the application of funds and he will permit them now, 
permit them to go ahead on this reserve and build up the reserve, so 
that the general is no longer hampered if he had the money, he could 
proceed. 

Senator Hunvr. General, what woolen goods are you buying now 
that contain any percent of rayon and nylon? 

General FeLpMaAN. I am buying some textiles. I have forgotten 
the yardage, but there are three contracts that were in process about 
6 weeks ago which contain 15 percent nylon. 

Senator Hunr. Is that clothing or is it blankets or what? 

General FeLpMAN. It was wool serge for our uniforms. 

Senator Hunt. Wool serge? 

General FetpMAN. Yes, sir. 

Senator Hunr. What prompted you to go into a synthetic product? 
Was it price? 

General FeELpMAN. No, sir; not entirely. First, was the conserva- 
tion of wool and the experimentation over a period of approximately 
3 years. We have been experimenting in the field of the incorpora- 
tion of some synthetics in our textiles. That is in the experimental 
field entirely. 

When the critical area hit us, when we were having difficulty in 
obtaining our wool requirements at the peak of Korea, January, 
February, we found it necessary to stretch the available wool assets 
of this country to the maximum. We reduced the weight of our 
serge. 

We incorporated 15 percent for the first time in these three par- 
ticular contracts which I referred to, all with the objective of getting 
a broader coverage of our requirements with the limited wool assets 
in the country. 

Senator Hunt. You probably would not have purchased the syn- 
thetic if sufficient wool had been available at a price you could afford 
to pay; is that probably a true statement? 

General FetpMan. That is correct. 

Senator Hunr. We have a sort of similar situation, not quite the 
same, but at one time a vear and a half ago when wool was selling at 
something like between 50 and 60 cents, we had exactly this same 
tvpe of a meeting with the stockpiling people, that is; I did, and I 
begged them to buy wool, not in the grease, because it does not store 
well, but woven goods, and did not have any success. 

I wonder if history is repeating itself to a certain extent with the 
cotton situation. 

I say I did not have any success, because it did not seem to prosper 
or, at least, the interdepartmental committee did not recommend the 
stockpiling of wool. Of course, wool skyrocketed from around 50 to 
60 cents up toa much higher price. Some of my wool sold in Wyoming 
as high as $1.45, which I do not regret at all. Of course, I do not 
mean to imply that. But we do certainly not like to see the known 
clothing with the proven wearing qualities and the qualities to retain 
heat and to keep out moisture and which is not inflammable, and all 
of those qualities that wool has, that other synthetic products do not 
have, occupy that position. We are, of course, reluctant to see now 
the necessity almost to switch from wool to synthetics, when if the 
stockpiler had laid in a stockpile of woolen goods, it would not have 
been necessary. 
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Senator Stennis. If I understand this letter from Mr. Lovett it 
supersedes, then, entirely the directive that General Feldman read 
from and gives him authority on adequate justification. 

Mr. Smauu. Within the funds available. 

Senator Stennis. Of course—to proceed to make commitments. 
That had not gotten over to you? 

General FeLpMANn. No, sir. I will have to determine if there are 
any additional funds available over that which I now have. 

Senator Srennis. Yes. That clears that matter up considerably, 
does it not, General? 

General FreLpMAN. It does with me; yes, sir. 

Senator Stennis. By the way, for whom all do you do the buyiag 
what about the Air Force and the Navy; where do they come in? 

General FeLpMAN. We buy the textiles and have the textile manu- 
factured into the uniform for the Air Force. The Navy do their own 
procuring. 

Senator Srennis. They are entirely separate from you? 

General FELDMAN. Yes, sir. 

Senator Stennis. But you buy all textiles for the Air Force? 

General FetpMaANn. That is correct. Uniform textiles. 

Senator Hunt. You are not buying any summer uniforms with any 
nylon or rayon itn them? 

General FeLpMAN. No, sir. 

Senator Srennis. How much do you have in this 1952 military ap- 
propriation bill for these purposes? 

General FetpMan. For these specific purposes, I would have to get 
that for the record. Approximately $300,000,000 for the duck and 
webbing pool. 

Senator STENNIs. I want to get this straight. You can begin com- 
mittiag this money under this new directive. You will commit all or 
virtually all of it? 

General FetpMan. All that is made available to me for the purpose; 
yes, sir. 

Mr. Sma. He is still under the continuing resolution, within the 
money available for the continuing resolution he can buy, but he 
cannot go ahead and contract for the whole fiscal 1952 until the act 
passes. 

Senator STENNIS. He can start negotiating. 

Mr. SMALL. Sure. 

General FetpMAN. I am doing that. 

Senator Srennis. | do not believe anyone anticipates any material 
reduction in that item after the appropriation bill is passed. 

Did you have anything else now that you wanted to bring up? 

General FetpMan. No, sir. 

Senator Stennis. I do not know much about your duties. I wish 
I knew more. You have had the wraps taken off of you now as to 
these funds that we have discussed here. Is there any other inhibi- 
tion on you with reference to proceeding? 

General FetpMan. No, sir. 

Senator Stennis. About how many bales of cotton, in round num- 
bers, do cloth and all, webbing and ducking that you buy, represent 
per year? 

General FetpMaAN. For this 1952, including the duck and webbing 
pool, it will be around 700,000 plus bales. 
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Senator Stennis. You pretty much believe in stockpiling, because 
you are trying to stockpile now these goods? 

General Fretpman. Again I would like to distinguish between 
terms. Stockpiling is one thing from the strategic viewpoint. And 
I like to speak of stocks in reserves to meet a demand and not in the 
raw material. I like to have the end item. I believe in reserves to 
meet a forecasted need based on mobilization, yes, sir; definitely. 

Senator SteNNis. Yours will not keep like the raw product will, 
will it? 

General FetpMAN. I am sure it will. I have a pretty fair record in 
our warehousing of textiles. We have not had a loss of a single yard 
since 1 have been in the office of the Quartermaster General, and 
I am afraid it has been too many years, since 1936, to be exact. 

Senator STENNis. But vou do not hold the same item of goods there 
too long—how long do vou hold it? 

General FetpMan. Our textiles will hold—well, again I must 
state that we have not lost any, only by virtue of a very effective 
rotational program. 

Senator STENNIS. How many years do you let the goods stay on the 
shelves without rotating them? 

General FetpMan. A year and a half to 2 years. 

Senator STENNIS. That is not very long. 

General FetpMan. No. 

Senator Stennis. The lifetime of a bale of cotton when stockpiled 
is longer. 

General FetpMaANn. I would like to state we do have uniforms, some 
textile items, that have been in storage since VJ-day and are still in 
good shape. 

Senator Srennis. Your men have been taking such good care of 
them. That is about the saturation point, about as long as you can 
store it. 

Senator Hunt. General, these orders that you have placed now 
with some 15 percent nylon and rayon in them, are those summer 
uniforms? 

General FetpMan. No, sir; they are the wool-serge uniforms. 
That is that OD shade—the serge uniform that the Army now wears, 
the same type of material, except as to shade, that the Air Force uses 
in its blues. That is the 16-ounce serge. We have reduced that to a 
16-ounce plus incorporation of 15 percent nylon. 

Senator Hunt. The Air Force gave out a statement the other day 
that they had found any synthetic woven goods, wool and nylon and 
rayon, to be unsatisfactory and they had ceased to utilize them for a 
summer uniform, while, on the other hand, we have one of the other 
services purchasing at this time. Are you aware of that situation? 

General FeLtpMAN. I am aware of the statements that were made. 
I am not quite aware of the facts of the case. I might add that we are 
experimenting always and continually with synthetics. 

Senator Hunt. This week bids are being asked for 2% million yards 
of a 35-percent sy nthetic, 65-percent mohair for summer uniforms. 
Did you participate in the letting of that contract? 

General FeLpMan. Not to my knowledge—not to my knowledge. 

Senator Hunt. Would you be kind enough, if you can do it, to give 
to the subcommittee a statement of past and ‘contemplated future 
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purchases of any woven goods containing nylon or rayon, and what 
percent? 

General FetpMan. Yes. 

Senator STENNIS. General, getting back just for a moment to this 
limitation on the appropriation bill “that you are operating under, it 
leaves the impression here that the Congress is at fault, and I think 
they are at fault some in not passing that bill earlier, but, as I remem- 
ber, we provided there to extend for 30 days and said that you could 
spend not over 150, that is, at the rate of not over 150 percent of what 
it was for the last quarter of 1951. Is that not right? 

General FetpMAN. Yes. 

Senator STENNIS. Well, now, under that rate it would give you a 
considerable amount of money for these purposes that we have been 
discussing, would it not? 

General FetpMan. It has, but it is not adequate to keep all of these 
mills going at a rate that appears profitable to them. 

Senator Srennis. You really have not been buying any, though, 
under these limitations; that 1s, while these limitations were here— 
you have not used any of this money for these purposes, have you? 

General FetpMAN. Yes; we have. 

Senator STENNIs. I mean any appreciable amount. 

General FrtpMAN. No, sir; because the total sum spread across 
the industry and maintaiming a balance of our procurement would not 
give any single industry much of a workload. 

Senator Stennis. How much have you spent for this duck and 
webbing pool? 

General FretpMan. I cannot give you the figures offhand. I will 
be happy to submit them. 

(The information above referred to is as follows:) 


Past and current procurement, Army—cottons—Aug. 31, 1951 
[Lineal yards] 


latw i te Second Third Fourth 
Sept. 30 quarter quarter quarter Total 
i952 | fiscal year | fiscal year | fiscal year 
tw 1952 | 1952 1952 

Cl cotton chambray, 3 ounces tan —130, 

35 inches | 0 72, 000 145, 000 0 217, 000 
C1 cotton drill, 7.5 ounces unbleached, 

36 inches 0 0 4, 000, 000 1, 000, 000 5, 000, 000 
Interlining, cotton worsted, spun-hair fill- 

ing, 7 ounces, unbleached, 48 inches 0 300, 000 825, 000 0 1, 125, 000 
Cl cotton sateen, 8.5 ounces, OD-7, 36 

inches 0 0 850, 000 1,650,000 | 2, 500, 000 
Ct cotton, Silesia, 5-ounces, OG-107, 35 | 
inches... 751, 600 1, 440, 000 702, 514 | 0 2, 894, 114 
Cl cotton, uniform twill, 8.2-ounces, | | 

type I, khaki—1, 36 inches 0 0 4,500,000 | 7, 212, 000 11, 212, 000 
Cl cotton WRS, Oxford, 5.5-ounces, OG—107 | | 

vat, WRP, 38 inches 94, 737 568, 419 1, 136,841 | 1,343, 371 3, 143, 368 
C1 cotton W KS, Oxford, 6.5-ounces, OG-107 | 

vat WRP, 36 inches 0 500,000 | 2, 500, 000 | 0 3, 000, 000 
Cl cotton WRS, sateen, 9 ounces, OG-107, | 

WRP, 36 inches 500, 000 2, 500, 000 5, 217,000 | 5,994,500 | 14, 211, 500 
C1 cotton sheeting, coating quality, Cl-A 

OD-7, syn-rubber coated, 49 inches 0 100, 000 0 0 | 100, 000 
C1 cotton, sheeting, 3.9-ounces, unbleached | 

PP Oe er ies OP MOS oo cvcoduceceecaneh 350, 000 400, 000 0 0 750, 000 

Wt bd Ae Uhitiiccm he dumhbudamteaoes L, 696, 337 5, 880, 419 19, 876,355 | 17,199,871 | 44, 652, 982 


894382-——51 5 
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Senator Srennis. You have not spent any yet, have you? 

General FetpMan. Not very much; no, sir. 

Senator Stennis. That money has just been spent, but you spent 
it for something else, is that not right? 

General FrtpMan. Not entirely; no, sir. We have gone into the 
cotton field for many items within the limited program that we have 
had. 

Senator Srennis. But now you are going into it fully? 

General FeLpMaANn. Yes, sir. 

Senator Stennis. Let us see about the Navy now. I did not know 
they operated altogether independently. Is there anyone here today 
representing them? 

(No response.) 

Mr. Smatu. The quartermaster, as the general has said, is the big 
buyer in the military services. We can give you figures later from 
the Navy, if you like, although they are not on the scale of buying that 
the quartermaster is. 

Senator Hunt. Do you buy for the Marine Corps? 

General FetpMan. No, sir. The Navy does. 

Senator Stennis. General Feldman ought to file a statement with 
us for the record because, frankly, I do not know enough about this 
picture here to fully question him. I do not know whether we have 
gone into all phases of it or not. You do not have a prepared state- 
ment, do you? 

General Fetpman. No, sir. 

Senator Srennis. In view of this changed directive, could you give 
us a letter on this now? We want to complete the record, you see. 
I mean, the stenographic record here, so that we can bring this qeoture 
right down to date. 

“General FetpMaN. And this letter is to contain information as to 
what I propose to procure in the cotton field? 

Senator STENNIs. That is right. 

Senator Hunt. I think the modus operandi is the method you 
use, too, which will be interesting and as necessary as the quantities, 
at least it will be educational for two members of the committee. 

General FetpMAN. Distinguishing between formal and negotiated 
procurements, do you have that in mind? 

Senator Hunt. If you have any statement, General, to make with 
reference to cooperating as fully as your finances and as your other 
limitations permit you to work with the trade, the mills, when they 
are in need of orders, and with the producers when the price is low and 
they need to sell things of that kind, I think that would be helpful. 

General FeLtpMan. Very well. 

Senator Stennis. If you could give us some comparison of prices 
back yonder when cotton was 45 cents a pound with the prices now, 
why, I think that would be helpful, too. I would just like to get the 
whole picture here. 

I notice that, the price of cotton always goes up after it gets out 
of the producer’s hands, and then when he gets ready to sell it always 
goes back down. That has been true for over 100 years. There 
may be one exception here or there, but that is the trend always. I 
think this will help us complete the picture here. 








nt 


he 
ve 


ow 
ay 


ig 
ym. 
lat 


th 
is 
ve 
te- 


ive 
ee. 
ire 


to 


ou 
es 


ed 


ith 
ier 
ey 
nd 


CeS. 
Ww, 
he 


ut 
Lys 
are 


STOCKPILING OF COTTON 61 


General Fre_pman. I might add, Senator Hunt, for your informa- 
tion we have a very splendid working arrangement and complete 
understanding with the industry. We have what we term our indus- 
trial advisory committee with whom we meet periodically. They are 
in constantly. I call them in from time to time to help resolve our 
problems, our mutual problems. 

Senator Hunr. What are your relations with the National Wool 
Growers Association? 

Gencral FeLpMAn. Very excellent. 

Senator Hunr. Do you keep them as fully advised and in contact 
with them as you do with the trade? 

General FrLtpMan. Yes, sir. We have excellent representation, 
particularly in the raw wool field with Mr. Ames Stevens as chairman 
of that committee. 

Senator Stennis. Is there anything else? 

Mr. Sma. I am advise d that the Navy requirements for fiscal 
1952 would be about 250,000 bales. That is the order of magnitude. 

Senator STENNIs. That would make roughly about 1 million bales. 

Mr. SMALL. Yes. 

Senator Srennis. There is one more question I have. This 
stockpile of webbing and duck, that will keep for several years, what 
you call a war reserve. How long will that keep approximately? 

General FeLpMAN. I would say 15 years, but there would be a turn- 
over of that. Bear in mind that each year the consumption require- 
ments of the Department of Defense, not the Army, because this is 
duck and webbing pool to cover all departments, their requirements 
would be met from this duck and webbing pool and their current funds 
used to replace that. 

Mr. SMALL. You have the problem of facilities as well as the fabric 
itself. The facilities are not great enough in the event something 
happened. This margin covers that. 

Senator STENNIs. Does that include pup tents? 

General Fe_pMan. It will include the textiles for those. 

Senator Srennis. That is what I meant, tenting, the textile for it 

General Fe_pMAN. Yes; truck covers, seat covers, and so forth. 

Mr. Sma. Do I take it that there is in your request of the general 
to write this letter, this request—do you or do you not want that 
classified information in the letter? 

Senator Stennis. That was not my idea. We want something 
that we can put in the record here. 

Mr. SMALL. In the open record? 

Senator STENNIs. Yes. But if to complete the picture you write a 
separate classified memorandum or something like that, we could treat 
it as such. 

Senator Hunt. It will not do us much good if we do not have 
thorough knowledge. 

Sevator STENNIS. We want some thing that we can put in the reeord 
now. Any addendum, we will not put im the record. 

Senator Hunr. Anything that you do not want in the record will 
not go there. 

Senator Stennis. All right. Is there anything else from any of 
you gentlemen? 
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Mr. Houston, do you think of anything else? 

Mr. Houston. No, I cannot. 

Senator Stennis. We will recess the hearings. However, not to 
any definite time. 

We certainly want to thank you very much for coming up. You 
have helped us most materially and I appreciate the picture that you 
have before you more than I did before. 

(Whereupon, at 4:15 p. m., the hearings were recessed, subject to 
the call of the Chair.) 
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THURSDAY, AUGUST 30, 1951 


Unrrep STatTes SENATE, 
Task Forcr oF THE PREPAREDNESS SUBCOMMITTEE 
OF THE CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The Task Force of the Preparedness Subcommittee met, pursuant 
to call, at 2:30 p. m., in the old Supreme Court room, United States 
Capitol, Hon. John C. Stennis (chairman of the task force) presiding. 

Present: Senator Stennis (presiding). 

Also present: Col. D. J. Renfroe of the committee staff; Charles S. 
Brenton, administrative assistant to Senator Hill. 

Senator Srennis. Let us come to order, please. 

Gentlemen, today’s hearing is the third in a series in which we hope 
to develop a thorough and comprehensive study of the question of 
stockpiling cotton. The outline of our inquiry was set forth in a 
letter from Senator Lyndon Johnson to me, and I am going to reiterate 
the three points that he made: 

First, to check the responsible agencies to determine estimated 
defense requirements and availability of supplies of cotton, not only 
now but in the future. 

Second, to look into the various technical and economic problems 
that would be involved in stockpiling. 

Third, to determine what steps should be taken to assure this Nation 
adequate supplies of cotton for the preparedness program. 

The stalemate in the Korean cease-fire talks and the breaking off of 
the oil negotiations in Iran have pointed up the necessity for such 
action. 

The members of this task force are Senator Hunt, Senator Bridges, 
and myself. 

On Tuesday we had the Secretary of Agriculture, the Honorable 
Charles F. Brannan, who developed for us our current cotton position. 
Substantially, it indicates that on a conservative basis we will not 
have a carry-over of more than 2,000,000 to 2,500,000 bales, which as 
you gentlemen know is small. By contrast, we entered World War II 
with a carry-over of approximately 13 million bales. 

Our cotton supply is greatly influenced by the uncertainties of 
weather and pests, and although the farmer can be depended upon to 
meet the requests made of him for production in an emergency, the 
elements of nature are beyond his control. 

The Secretary of Agriculture high-lighted the fact that there was 
only one way to guarantee an av ailable stoc kpile for military use and 
that was by outright purchase, It appeared that such purchase would 
not interfere with the present cotton programs. 
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Yesterday Mr. Small, Chairman of the Munitions Board, and Maj. 
Gen. Herman Feldman, the Quartermaster General of the United 
States Army, appeared before the committee, and gave us their 
invaluable viewpoints. 

The Chairman of the Munitions Board felt that the stockpiling of 
cotton would not fall within his jurisdiction under the present inter- 
pretation of the law governing stockpiling, but that the facts might 
change to such an extent as to include it. 

The position of the Quartermaster General was that they were 
interested in a reserve of finished cotton textiles and that approxi- 
mately 700,000 bales per year were utilized in their programs. He 
further stated that he would feel more secure if there was in existence 
an adequate reserve of cotton. 

One point was made especially clear at this meeting and that was 
when we speak of a stockpile of cotton to insure adequate supplies 
for the preparedness program, we mean not only the cotton required 
for direct military needs but that which is required in the national 
defense effort as a whole. However, we do want to definitely estab- 
lish the direct military requirements as part of the over-all picture 
and this meeting today has been called to expand and complete the 
inquiries we made yesterday on the total military requirements. 

We are glad to have Mr. W. J. McNeil, Assistant Secretary of 
Defense (Comptroller), accompanied by Mr. Kenneth L. Lee, and 


also the gentlemen from the Navy Department. I am going to call 
on Mr. McNeil first. 


STATEMENT OF HON. W. J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER), ACCOMPANIED BY KENNETH lL. 
LEE, BUDGET ANALYST, OFFICE OF ASSISTANT SECRETARY OF 
DEFENSE (CONTROL) 


Senator Srennis. I am calling on you, Mr. McNeil, because I want 
to get the over-all picture. I have some questions framed here on a 
memorandum which I will ask you. 

What is the general feeling regarding the desirability of establishing 
reserve requirements or a stockpile of textiles? 

You know about the order. where under the present situation with 
reference to the appropriations bill, they would hold in check their 
reserve, and so forth. 

Now, give us your general feeling as to how that picture looks now, 
and where you expect to go from here. 

Mr. McNetu. Would it be satisfactory, Mr. Chairman, if I out- 
lined what the thoughts of the Defense Department were on stock- 
piling of war reserves generally, and then I could be a little more 
specific on textiles? 

Senator Stennis. All right, sir. 

Mr. McNet. Generally, in developing the program presented to 
Congress and knowing that the price tags were going to be quite high, 
and in trying to follow out a plan which would provide for substantial 
military forces which might be maintained over an indefinite period 
of time until things might either look better in the world or we would 
know we were in certainly for trouble, it was felt that the best wa 
to proceed on the whole program was to develop as quickly as practi- 
cable sufficient supplies, whether military equipment or textiles or 
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anything else—and ammunition—to provide for a force of about 
3,500,000 men. That is the No. 1 requirement. 

Then, to proceed to get enough materials on hand so that the forces 
that are activated or are deployed or who might be in combat, were 
supplied with adequate materials to keep them in action until the 
production of industry could provide the balance. 

Next, instead of stockpiling huge and tremendous quantities of 
materials, some of which might become obsolete—and I am not speak- 
ing of textiles—— 

Senator Srennis. Yes, I understand. 

Mr. MecNetu. It is a general problem. The plan is that after 
having the minimum operating requirements for the forces that would 
be active, a check would be made to see what reliance might be safely 
placed on production in being. 

So at the present time the program as it has been presented to 
Congress and what the thinking has been on fiscal year 1953, would 
not contemplate huge stockpiling of materials to be stored if the pro- 
duction facilities were sufficiently dispersed so that we were certain 
we could get them in increased quantities if war happened to come. 

Now, that is just a general program and there is an awful lot that 
went into the make up of the program. 

The budget was presented in April and, as you know, totaled about 
$60.5 billion. After the President had submitted the budget to 
Congress he asked the Secretaries and the Chiefs to sit down with 
him. That was on April 27, and he outlined how he hoped this pro- 
gram could be administered when the Congress provided the funds. 

His philosophy was very much the same as yours, first, as you 
expressed at the hearing on Monday. I think you were discussing 
that matter with Mr. Lovett who wanted to do what is necessary for 
defense and wanted to do it in a reasonably orderly and businesslike 
fashion. 

So the President asked that within the Office of Defense Mobiliza- 
tion and in the Department of Defense that steps be taken to schedule 
items of hard goods, meaning things now of the nature of planes, 
ships, and aircraft and aircraft engines and that type of thing, with the 
idea that emphasis would be placed early in order to get a level of 
production such that, with that level of production we could quite 
quickly provide any forces that might be in being next year or as 
soon thereafter as possible ; and that then a look would be taken to 
so gear our production that you would not lock up every plant you 
had in being. In other words, you would not rush along madly until 
next year and then put a padlock on the place, you know 

Senator Stennis. Yes. 

Mr. McNett. What that would mean is that you had either to 
have your stockpile contain much greater quantities—but even then 
in a time of emergency it was felt it would take much longer to get 
industry converted to certain types of equipment: —and running at 
such a rate where we might be able to attain much earlier and quicker 
and keep them on a maintenance basis, without having to go at 
quite the same speed, in order to ac cumulate huge reserves. 

On our major heavy material, each item is taken care of by 
separate schedule. 

Obviously, when you get into what are known by the economists 
as the soft goods, you get a huge number of items of importance; but 
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dollarwise they are relatively small, that is, percentagewise they are 
small, in total. 

Therefore, following out the President’s outline of how he would 
like to have this program administered, it was proposed that on the 
soft goods program, that be determined and a procurement program 
had so that we could accomplish two purposes—get what we needed 
or what we might need if trouble broke out and we were engaged 
much heavier than we are at the moment, and at the same time to 
avoid a break next spring or next fall and the succeeding months, 
because again I would like to repeat that we in this country do not 
know when war is going to occur and we have to be just as ready as 
we can. 

We have to compromise. General Marshall has expressed the view 
to the Senate several times that we want to get in a decent position 
of readiness and maintain ourselves in that position of readiness indefi- 
nitely until things cleared somewhat or until we knew that we were in 
trouble. 

Returning to the soft goods and the phase program, at that time in 
April we were not certain when action might be taken on the appro- 
priations bill. We had hoped too optimistically, of course, that it 
might be July or very early in August. 

Senator Stennis. As a matter of fact, you just very much need to 
know about that appropriation bill. I know that. 

Mr. McNett. It would be very helpful. 

Senator Srennis. And out of deference you are not saying so but 
I know that is the main problem over there. 

Mr. McNett. I would like to add that the Congress has been quite 
fair considering the fact that the bill has not been handled, in the 
joint resolution. I think our joint resolution is probably as liberal as 
any that has been provided, so to that extent there is no indication on 
the part of Congress that they want to hamstring the program. 

Senator STENNIs. Yes. 

Mr. McNett. In the resolution which became Public Law 70 we 
were given authority to obligate certain funds. Normally the joint 
resolution provides for one-twelfth each month to carry on until the 
appropriations bill was passed. We were given a little more liberal 
authority than that. 

That was extended by Public Law 97 and then of course extended 
the other day to the month of September. 

That gave us authority to obligate at a little higher rate than the 
rate of obligation in the last quarter or the last fiscal year. But, here 
was our problem on July 1, and I think it is very important in con- 
nection with this textile problem and other soft goods procurement 
problems. 

With limited authority in July, August, or even September, as long 
as the joint resolutions are in effect, the Department of Defense is 
faced with this kind of a problem, that you have got materials that 
can be secured in 6 months or 9 months or a year. 

We have other materials such as the Navy’s ship conversion, certain 
ammunition and aircraft are 18 to 24 months lead time. 

Now, if vou waited until October or November to start that pro- 
gram after the appropriations bill passed it would obviously delay 
delivery until 1953 and 1954, whereas with the shorter lead time, let 
us call it, say, 6 months lead time, if something had to wait, you 
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could wait until September or October to place those orders, and yet 
you would be in a decent stock position next spring on those items, 
whereas such things as ship conversions will take considerable periods 
of time. 

So, we are faced with the choice, within the total authority that 
Congress provided under the joint resolution—choosing what items it 
would be smart to take care of first. Obviously, the emphasis had 
to go to the long lead time items. 

Now, our requirements were such for long lead time items that the 
full authority that Congress gave us could have been applied to ship 
conversions, aircraft procurement, heavy military trucks—— 

Senator Stennis. You have wide discretion there. 

Mr. McNeiu. Yes, sir; but we did not. So, while we could have 
applied all that authority and more to those items we felt that it was 
good business to authorize and release funds or allocate a reasonable 
portion of these funds to keep the soft goods, the textiles and so forth, 
orders flowing at a reasonable rate until the Congress passed the bill. 

And I say that although we needed really all the money in heavy 
goods, that has been done. The effect of Mr. Lovett’s instructions 
of July 6 was that we would continue buying soft goods, including 
textiles and clothing, in quantities sufficient to make sure that we 
were not going to be short of those materials this winter and next 
spring, or until order which might be placed after the appropriation 
was passed could provide future delivery. 

Senator STENNIS. You were just going to buy, more or less, current 
needs? 

Mr. McNett. Yes, sir, but “current needs’ are not today’s neces- 
sarily. It is what we will need next spring, because it still takes a 
little time to get an order delivered. 

Now, as we approached the end of August we felt that we were 
getting close enough—well, whenever you are operating under any 
limitation at all you have to have 2, 3, 4, or 5 percent in reserve, you 
just have to, because you never know what emergency need for any 
heavy equipment might come along—as we approached the month 
of August and we knew we were 1 month closer to the appropriation 
bill than we were before, we felt that while it is a limited sum, while 
the sum was limited, that there were some funds that probably could 
be allocated to soft goods over and above current requirements, pretty 
substantial, and that is why Mr. Lovett on August 29 authorizes some 
increase in the procurement rate of soft goods including cotton. 

Senator Stennis. While you are right on that point, if that appro- 
priation bill should become a law—and I feel if it ever gets on the floor 
it will pass within a few hours—if it became law in a few days, you 
would take a new look at this whole picture, then, would you not? 

Mr. McNutt. Correct, and I might add that while the Navy will 
speak for itself on this point in more detail, certainly, than I, as I 
understand it, both the Quartermaster General who is making the 
procurement, I think, for the Air Force, and the Navy are getting their 
plans in shape and are getting a program laid out as to what they 
would want to do. We hope that program might be reasonably com- 
plete within the next little while, so that by the time—— 

Senator Stennis. By that you mean next week or the next 10 days? 

Mr. McNetu. Well, we would like to have it ready by the time or 
certainly very shortly after the appropriation act is passed. 
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Senator Stennis. I see. 

Mr. McNett. I do not know what that program might or should 
provide for, at the moment. But purely as an assumption, suppose it 
provided for, let us say, one-twelfth of their volume of procurement per 
month, it might well provide 25 percent in September and August, it 
might provide for 10 percent next March and 5 percent next June. I 
do not know what it is. 

Senator Stennis. Will you announce that when it is made? Is 
that a matter of public information then? 

Mr. McNer. I would think that the general outline of what you 
are going to do might be done. I would like to refer that question to 
the people that actually have the procurement problem, for the answer. 

Admirable Nosue. It is my understanding that is done. 

Senator Stennis. That is done? 

Admiral Nosie. Yes. As a matter of fact, the Army—of course, I 
am not qualified to speak for the Army, but I understand they publish 
in advance their requirements quarterly. Is that right? 

Colonel Renrrog. Yes, sir. 

Admiral Nour. For the entire year? 

Colonel Renrroe. Yes, sir. 

Admiral Nosite. Commander Rainey can speak about that side of 
the picture, because he is the man making that schedule. 

Senator Stennis. It is scheduled by the year and announced by the 
quarter? 

Admiral Nosie. Do you know? 

Commander Ratney. I think it is rather informal in the Army. 
The Quartermaster General calls in the textile industry and an- 
nounces to them, either through the press or through the Quarter- 
master Corps to them, what is contemplated in procurements. For 
instance—— 

Senator Stennis. For how long a period ahead? 

Commander Ratney. Well, I do not think that there is any rigid 
rule that is adhered to. But, for instance, in the Daily News Record, 
the paper for the textile industry, they announced their intentions 

and we tried to announce our intended procurement program similarly. 

Senator Srennts. Yes. We will get back to that when we come to 
these gentlemen if you do not mind. Thank you very much, Admiral 
Rainey and you, Commander. Will you proceed, Mr. MeNeil? 

Mr. McNett. Well, I had just one more thing to add, Mr. Chair- 
man. 

We are trying very hard to carry out within the Department, let us 
call it an orderly, reasonably orderly program, to stop the terrific peaks 
and terrific valleys that had existed in the past and perhaps to some 
extent we have contributed to some of those peaks and valleys before, 
which has not been too helpful. There is a sincere effort on every- 
body’s part to try to do these things on a pretty sensible basis con- 
sidering everything that can be considered as well as the requirements 
for material for forces. 

I think you outlined it very well over in the Senate committee the 
other day when you were discussing the matter with Mr. Lovett. I 
do not know whether he specifically answered your questions at the 
time. 

Senator Stennis. Well, I am sure that you try to work those things 
out the best you can. 
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Now, when you come to getting down to your announcements, 
soon as you can after this money is made definitely available, w hat is is 
the total amount in this House bill for the advance purchasing or 
stockpiling of textiles? Could you give the actual amount in this bill 
for stockpiling textiles, cotton and wool? 

Mr. McNetv. Well, sir, by the word “stockpiling,” you mean the 
accumulation of —— 

Senator STENNIS. Reserve. The building up of a reserve 

Mr. McNem. Well, sir, from any figures that I have with me, I do 
not believe I can give you the breakdown that you asked for. When 
I was called here this afternoon, I did not hear about it until late this 
morning and I have not had an opportunity. I made a couple of 
phone calls but I did not find the information available or available 
in a form which I think would be usable. 

I understand that there is something made up now on cotton but 
I do not know whether it is completed—are you familiar with that 
Colonel? 

Colonel Renrror. No, sir; I am not. 

Mr. McNet. It will be available when it is broken down. 

Senator Srennis. Well, you might remember that and we might 
complete this record by correspondence. 

Mr. McNett. Yes. 

Colonel Renrrog. Mr. Chairman, we had asked Mr. MeNeil’s 
office to express to us the Defense Department’s cotton textile require- 
ments in terms of bales of cotton. 

Mr. McNett. I might say, Mr. Chairman, that in the analysis of 
the budget requirements with which I came up to the Hill, they were 
analyzed by ite “oats, wool socks, and so forth—but they 
were not grouped as to particular classes of items, as far as our analysis 
of the budget is concerned. Normally, sir, we have about a year to 
prepare a budget. 

Senator Srennis. Yes. 

Mr. McNetu. And we did not have any time this year. So, we 
spent practically all our time—and I think that Admiral Noble 
will confirm this, he went through some of the midnight sessions— 
we took each item as an individual item and tried to relate it to the 
forces that would be active for possible deployment and to see what 
the requirements for items was; but we did not have the time at that 
point to group them, to be responsive to your question. 

Senator Srennis. Yes. Now, going back to this temporary situa- 
tion we are operating under now, as far as the support of the current 
crop market is concerned, there is going to have to be some analysis 
made within a few days or it will not do any good. 

Cotton is moving unusually early. It is going to the gins and it is 
starting to market already and if this thing just stays on dead center 
for a few more days, much less a few weeks, why, the cotton will 
have moved out of the hands of the producers, and he is the man who 
is up against it, looking at it from the standpoint of our economy, he 
is being penalized. 

Now, you have already released some of this money for purchases, 
you said, not a substantial amount—— 

Mr. McNet. Well, over and above the amount for normal con- 
sumption. 

Senator Stennis. You released some for building up some reserve. 
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Mr. McNett. But all that we really had to release was that we had 
retained, have to retain in any period. 

Senator STENNIs. Yes. 

Mr. McNei. For emergency. But now, as I say, where we are 
approaching the time when we expect the bill to be passed, which 
certainly 1 think will be in September—— 

Senator STENNIS. Yes. 

Mr. McNetu. We felt that we did not have to retain quite as much 
and to the extent that we could we wanted to start on this. 

Senator Stennis. Well, with the limitation being up to 150 percent 
of the fourth quarter of 1951, as it is now, would you feel justified in 
extending that even further now, in view of the absolute certainty of a 
bill being passed and the — ts of its being reduced are very remote. 

Mr. McNew. Well, sir, the real problem ‘has been the competition 
between items. Even if thes tie ts were placed in July or August or 
placed in September, it is going to be December 1952 or the spring of 
1953 or the spring of 1954 before we can get delivery of aircraft and if 
we delay the placing of certain of those orders, it is going to be even 
beyond that. So, we have certain long lead-time, hard-goods items 
that are directly in competition with items that can be produced ina 
lesser period of time. 

Senator STENNIS. And those hard-goods-long-lead-time items are 
the ones taking up your money? 

Mr. McNetu. That is correct. That is correct, sir, but we dare 
not delay them because right now delaying the aircraft that are in- 
tended to provide first-line equipment for the 3,500,000-man force— 
well, they will not be delivered until late 1952—— 

Senator STENNIS. But when you do get the bill passed, you do plan 
immediately to take another look at the matter? 

Mr. McNem.. That is right. 

Senator Stennis. And then you are going into this program of 
buying for reserve? 

Mr. McNett. am I correct, Admiral Noble? Is there any- 
one here from the Quartermaster? 

I would say by that time the general plan of phase procurement for 
the balance of the vear will be in pretty good shape and I would say 
it would by that time have been presented to the Secretary of Defense 
and sufficient knowledge of it had, so some clearance could be given. 

Senator SteNNis. Well, I will tell you, if you could just give clear- 
ance to that plan, whether the bill had become law or not, if you 
could give some disclosure along that line, it would help tremendously. 

Mr. McNett. Psychologically? 

Senator Srennis. Yes, | think so. 

Mr. McNett. Well, suppose when I return I get the Chairman of 
the Munitions Board and see if we can sit down and talk with the 
Army and the Navy and see what we can work out. 

Senator Srennis. Well, I tell you, it would be very timely and I 
know it would be highly appreciated; and there are a great number 
of people who are interested in this subject or whe have responsibility 
in it. I feel that if you put your other shoulder to the wheel we will 
get some results. 

I remember your testifying before one committee. There were 
many more present besides me of that committee and they were very 
well impressed with your very fine knowledge of the government 
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here. Senator Byrd was one that remarked, as you went out, of your 
very fine knowledge and your ready willingness to try to help the 
Senate get at the real picture there. 

It is a tremendous picture that you have to look at. I tell you, I 
am kind of drunk on all of these figures. I attended the hearings on 
the foreign military program and now I am on this Army, Navy, and 
Air Force construction program, and we are coming in with this 
military bill in a few days. The military budget total will be $74 
billion, $75 billion, maybe $80 billion. 

Mr. McNeru. That is a lot of money 

Senator Srennis. Yes—it is beyond my thinking. 

Mr. McNett. This should not appear in the record, Mr. Chair- 
man, but—— 

(Discussion off the record.) 

Senator Stennis. Did you have any questions, Colonel Renfroe? 

Colonel Renrror. Well, Mr. Chairman, I thought you might like 
to ask Mr. MeNeil whether, the more you put off stocking your 
requirement, the more you have got to be concerned about basic 
supply being available when you do go into the market for it. 

Senator Srennis. Yes. Iam afraid that we will keep fooling around 
and the first thing you know somebody will jump up and say that you 
have got to put on export controls. You know, the President can 
clamp export controls on, if need be; but we should, if we can, avoid 
that; and we ought to. You know, it happened last year and ran 
the markets down, although I do not think you are going to get cotton 
goods any cheaper than they are now, raw cotton 1s appreciably 
cheaper. Do you think you will? 

Mr. McNett. I do not think so, although you cannot forecast that 
market; there is no reason to wait because of prices. 

Senator Srennis. The price goes up after the crop has gone into 
the market, cotton goes up later. 

Mr. McNett. Well, as I say, Senator, when I go back I will talk 
with the Chairman of the Munitions Board and we will discuss with 
the Army and the Navy, and | think they are developing their pro- 
gram for implementation subsequent to the passage of the appro- 
priations bill. We trv to keep abreast of it so there will not be any 
delay. 

Senator Stennis. And I will appreciate if you can give us an indi- 
cation after you have looked into this situation of what we may 
expect in reference to this matter. 

Mr. McNett. Yes, sir. 

Senator Stennis. All of these Senators are going to be asking me 
and I am going to tell them I am waiting on you now. 

Mr. McNett. All right, sir. 

Senator Stennis. I do not want you to tarnish your good reputa- 
tion. 

Now, let me ask you, Colonel Renfroe, you have been following this 
matter all the way through, do you have any questions that you want 
to ask, now that Mr. MeNeil is here? 

Colonel Renrror. No, sir, onary that in the discussion about 
textiles we simply discussed a reserve of basic cotton, and with 
reference to the number of bales of cotton you may require I asked the 
liaison officer this morning to ask your office for those figures. 
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Mr. McNetu. Well, they indicated that it would be helpful if 
that could be translated into bales of cotton; so I talked to the Chair- 
man of the Munitions Board before I came up. 

He said his best round-figure estimate of the consumption of cotton 
by the military this year would be about 1,000,000 bales or equiva- 
lent. I would have to get it either from the Munitions Board or 
from the Quartermaster or from the Bureau of Supplies and Accounts; 
so if the committee desires me to try to get that, I will; or, if it has been 
asked for separately, you can let it come through those channels. 

Actually, the only way you can find out is to go down and take an 
item such as cotton uniforms, the quantities and so forth, and trans- 
late them at that point by people who know textiles. I will be glad 
to try to get it. 

Colonel Renrrog. I do not believe it will be necessary; we can get 
it from the Army and the Navy. 

Senator Stennis. As I understand it, you put in these orders for sox 
and underwear—normally, how long does it take for it to get through? 
Normally, how long is it on the books before it comes in? 

_ Commander Rarney. Approximately 6 months. It varies for each 
item. 

Colonel Renrror. On certain items it is over 9 months. 

Senator Stennis. From 6 to 9 months is the general run? 

Commander Rainey. Yes. However, in some items, such as can- 
vas and duck and webbing, those items—well, usually, the procure- 
ment lead time is much greater. We are experiencing a great deal 
of difficulty with duck and webbing and the procurement lead time 
is running anywhere from 9 to 10 months for them. 

Senator Stennis. Well, I am going to check on this bill. Of course, 
I know that you are keeping almost daily contact with it. 

I understand that hearings are almost complete. 

Mr. McNett. In the Senate, yes. I think the chairman of the 
subcommittee was down yesterday. He is going to try to get it on 
the floor sometime next week. 

Senator Stennis. I do not belive it will be there very long. Of 
course it will have to go to conference. 

Mr. McNett. That is right. 

Senator STENNIs. I certainly do appreciate your attitude and I can 
say that for the other members of the committee, too, and I want to 
give you our thanks for them and myself. 

We very much appreciate your coming here. We will not keep 
you any longer now, because I know you are very busy. 

Mr. McNett. Thank you. 


STATEMENT OF VICE ADM. ALBERT G, NOBLE, CHIEF OF NAVAL 
MATERIAL, NAVY DEPARTMENT, ACCOMPANIED BY COM- 
MANDER B. L. RAINEY, BUREAU OF SUPPLIES AND ACCOUNTS; 
LT. COMDR. McNEILL, BUREAU OF SUPPLIES AND ACCOUNTS; 
AND E. L. BEARDMAN, OFFICE OF NAVAL MATERIAL 


Senator Stennis. Now, Admiral, you do a lot of purchasing here. 
Since I have been on the Armed Services Committee I am learning 
a little bit more as to how you gentlemen operate. 

As I understand it, you do all of your own buying. On these 
textiles, the Navy does all of its own buying, am I right? 
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Admiral Nose. In certain instances the Army represents us in 
what is called single-service procurement; but that is a limited field 
at the present time. 

Senator Stennis. And of course, although you do not perhaps buy 
tents as the Army does, still you are inte! ested in duck and we ‘bbing, 
are you not? 

Admiral Nosie. Yes, we are interested in canvas goods and we are 
interested in white goods because the enlisted men wear twill summer 
underwear, undershirts, things of that nature. 

Senator STENNis. Just as a preliminary question, do you make up 
any appreciable number of these goods or do you buy any of the 
cloth? 

Admiral Nose. We buy all the cloth. They have a clothing 
depot in Brooklyn that manufactures the trousers and outer garments, 
They buy the underwear and the socks. 

Senator Srennis. All right, Commander. You have heard my 
general statement here. Do you wish to make a statement or give 
us any background statement, or anything else? 

Admiral Nosux. I think I should make a statement. 

Senator Srennis. I beg your pardon. I thought you were putting 
the commander in for that. 

Admiral Nosue. He is here for specific information because he is 
the man in charge of the clothing program, but matters which pertain 
to the stoe kpiling of material, the policy in regard to stockpiling, of 
course, is formulated by the Munitions Board in which we have mem- 
bers in the person of our Assistant Secretary of the Navy 

Senator Stennis. Pardon me. They take part in the policy of 
just your ordinary buying of textiles? 

Admiral Nosir. They determine the policies in regard to stock- 
piles, what the requirements are and whether materials should be 
stockpiled or not. 

They have certain rules which they use for that purpose. 

It is my understanding that raw cotton of domestic kinds, short 
staple, is not eligible for stockpile consideration. The longest staple is. 

Senator Srennis. They took that position yesterday but | was 
wanting to get at your general procurement of textiles, first. 

Admiral Nosxe. Well, the only thing I wanted to establish is this: 
The Navy Department itself cannot, singly or individually, establish 
a stockpile. 

We can establish a mobilization reserve equipment. 

Senator Stennis. What is the difference now? Just what do you 
mean by ‘mobilization reserve’? I think I know, but | want you to 
explain it. 

Admiral Nosie. Mobilization reserve is what you need from the 
time an emergency starts, that is, when a full-scale emergency starts 
until through normal processes you can get your manufacture under- 
way. 

Senator STENNIs. It means just what it says, does it not? 

Admiral Nosue. Yes, sir. 

Senator Srennis. All right. 

Admiral Nosie. So our mobilization reserve preferably would 
be in the field of the textile itself, which is ready for cutting and for 
fabrication. 
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Now, that would represent 6 to 9 months’ lead time required from 
the time you start your procurement until the time you get your 
delivery of the required fabric; that is for the textile material alone. 

Senator Stennis. Well, you are building up a mobilization reserve 
now and that is the reserve we are talking about? 

Admiral Nosue. That is it, and that is the matter that Commander 
Rainey is qualified to speak on. 

Senator Stennis. I want to ask Commander Rainey this: What 
is your policy right uow while this appropriation bill is still pending? 
What are you doing along that line? Of course, you are buying for 
your current needs, I am sure. 

Commander Rarnry. Yes. At the present time, Senator, we are 
procuring for our current needs only in the clothing program. We 
are awaiting procurement authority for procuring our mobilization 
reserve. 

Senator Stennis. You have been cut off by this directive from 
Mr. Lovett, have you not; you are not putting any of your funds 
into those channels? 

Commander Ratnrey. Well, we are naturally limited by the amount 
of funds. 

Senator Stennis. Yes. 

Commander Rarney. And inasmuch as the funds for the fiscal 1952 
appropriation have not yet been made available, we do not have a 
procurement program. 

Senator SrENNis. Yes, but some of those funds have been available. 

Admiral Norir. May I correct the commander’s statement? 
What I think he means is that they do not have knowledge of how 
much the total will be and for that reason it is not firmed up. 

Is that not what you meant? 

Commander Rarney. Yes. 

Senator Stennis. But you could have more than you have. I 
mean, there is money available to have bought more than you have 
bought, as far as the Congress was concerned? If money were 
appropriated and you were ‘permitted to go to 150 percent of the 
fiscal year 1951 in obligations—— 

Admiral Nose. Senator, if you will excuse me, the commander 
probably is not familiar with the division of the funds within the 
several categories within which procurement is authorized. 

Senator Srennis. Yes. Of course, Mr. McNeil just testified that 
it was cut off at the higher level, in buying these hard goods for long 
time—what did he call them? 

Admiral Nosir. Long lead time. 

Senator STENNIS. Yes. Longlead time. That means the time 

Admiral Noster. From the time you start to the time the finished 
article comes out at the end. 

Senator STENNIS. So now you are operating where you can just 
buy for your current needs? 








Commander Rarney. Our present procurement program is for our 


current operating stock lev els; yes, sir. 

Senator Srennis. All right. This order that Mr. Lovett issued 
yesterday, on the 29th of August—you are familiar with that? 

A umiral Nose. No, sir, I have not seen it. 

Senator Stennis. Do we have a copy here? 

Colonel Renrrog. No. 
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Senator Stennis. You heard Mr. McNeil mention that. They 
modified the original order to some extent, he said, and they let some 
of their margin leak over to this textile pool, you see, and it is going 
to permit more buying. Is that how you understand it? 

Admiral Nosue. Yes, that is how I understand it. 

Senator Stennis. That is the way I understood it. Well, when 
you get into that, you can go into a new phase of buying. Did you 
understand it that way? 

Admiral Nose. Yes, sir, that is my understanding. As a matter 
of fact, Senator, there are several areas in which there are—while the 
industries are not in distress, they have a down period and if we are 
going to be able to step in and do anything immediately in that field, 
it will require a review of all of the areas to see what can be done. 

Now, if there is enough money that leaked over for the Navy to 
go ahead and procure mobilization reserve in a timely way without 
flooding the market and getting a good price, why, certainly they, 
together with the Army’s Quartermaster General, give consideration 
to a program which will do the best thing for the Government and do 
the best thing for the industry. 

Senator SrenNiIs. Do the Bureau of the Budget, the Army, the 
Air Force and the Navy usually work out this program together? 

Admiral Nosue. There is a process now for reviewing our intended 
procurement to be sure we are proceeding properly and orderly and 
that is falling under the guidance of the Munitions Board; one of its 
committees has been established for that purpose. 

Senator Stennis. Well, now, do you know how much—you heard 
me ask Mr. McNeil how much is in this bill that is before the Senate, 
for these textiles? Do you know how that is set up? 

Admiral Nosie. We know the total amount which has been re- 
quested, but we do not know specifically how that whole amount will 
be made available and 

Senator STENNIS. Of course, you do not know 

Admiral Nosie. And pending the final determination, the firm 
figures have not been arrived at. We can give you an approximation 
but I do not know whether it will stand good. 

Senator Stennis. Will you give us that approximation? 

Admiral Noster. Do you have that, Commander? 

Commander Rartney. There is in the appropriation $127 ,000,000 for 
clothing mobilization reserve to take care of the clothing mobilization 
from M plus 6 months. 

Senator Stennis. $127,000,000 now for mobilization reserve? 

Commander Rarney. For clothing. 

Senator STennis. Yes. 

Commander Rarney. Now, naturally, in the clothing program 
there is footwear, garments, accessories, and the textiles that go into 
the manufacture of those garments. 

Admiral Nosie. Wool and cotton. 

Commander Ratnry. Wool and cotton. That is correct, Admiral 
Noble. Now, how that $127,000,000 will be used to establish this 
reserve has not been firmed up. 

Senator Srennis. Yes. This is for your reserve. $127,000,000 for 
mobilization reserve for clothing? 

Commander Rainey. That is correct. 

Senator Stennis. And that is to cover you from M-day plus 6 
months. 
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Commander Rarney. That is for requirements for M-day plus 6 
months. 

Admiral Nosus. Off the record. 

(The discussion was continued off the record.) 

Senator Stennis. Now that is your reserve program. How much is 
in there for your regular buying for these clothing items? 

Commander Rarney. Well, I might preface that by familiarizing 
you with our procurement program. 

As you probably know, we operate a revolving fund under the name 
of stock funds, which funds procure our clothing stock and from that 
stock it is then sold to the Bureau of Naval Personnel for the outfitting 
of recruits. 

Our normal operating stock amounts to-approximately 25,000,000 
a quarter. That is our normal procurement of our operating stock 
replenishment, amounting to approximately 25,000,000 a quarter. 

Now that is all clothing, again and is not necessarily textiles. 

Senator Stennis. Yes. Well, now, that is the neighborhood, then, 
of what you are running now. ‘That is, your ordinary turn-over from 
month to month? 

Commander Rainey. That is correct. 

We normally procure about $25,000,000 worth of stock for replenish- 
ment of our normal operating stock, about $25,000,000 a quarter. 

Senator Stennis. Well, about what percent of that goes for textiles, 
if you can give us an idea on that? 

Commander Rarney. It is a safe figure to give that approximately 
$10,000,000 of that, which figure I have used before. Naturally it 
changes, and it is dependent on the high usability of one item as com- 
pared to another. 

Senator Stennis. About 40 percent would be textiles, 

Commander Rainey. That 1s correct. 

Senator Stennis. Well, now, could you give us a rough percentage 
from this $127,000,000 for your mobilization reserve? What _per- 
centage would that run for textiles, and when you say “textiles,” 
you mean cotton and wool? 

Commander Rainey. Yes, sir. 

Senator Stennis. Give us the percentage of that $127,000,000. 

Commander Rainey. A little background on the textile picture at 
the present time: As you probably know, the last Congress authorized 
the Army to procure a wool reserve. The Navy’s share of this has 
been procured and we have a wool reserve in fabrics now on hand. 

Naturally, in view of the fact that we have that wool reserve already 
on hand, we do not intend to buy very heavily out of this $127,000,000 
reserve for wool and the Secretary of Defense in reviewing our budget 
concurred in that action, that is that this $127,000,000 would be more 
in those items which we do not have a reserve of at the present time. 

For that reason I would hesitate to say right now, to give any es- 
timate as to how much of that $127,000,000 is going to rn put into 
stockpiles. 

The program naturally has to be firmed up very soon, but at the 
present time it is not firmed up. 

Also a lot of it has to go into footwear and a lot of it has to go into 
end garments such as socks and undershirts and those are items for 
which textiles are not required. 

Senator Stennis. Well, if textiles are not required, what kind of 
shirts do you wear in the Navy? 
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Commander Ratney. Well, when I speak of textiles, I mean the 
Navy buying textiles for Government furnishing of material for fabri- 
cation into end gar ments. 

Senator Stennis. You would buy the cloth, you mean, and then 
furnish to the manufacturer: i is that it? 

Commander Rarney. Yes, sir. 

Senator Stennis. You do that? 

Commander Ratnny. Yes. In our program- -in our basic outer 
garments, such as the enlisted men’s white uniform, for instance, they 
require 8-ounce bleached twill. The comparable item in the Army 
would be the Army khaki shirt and trousers. 

Senator STENNIs. Yes 

Commander Rainey. We buy the twill for fabrication into gar- 
ments. Naturally we would buy a great deal of 8-ounce twill out of 
that $127,000,000 for our Mobilization Reserve. 

Does that clarify the situation? 

Senator STennis. Yes. 

Commander Rainey. Similarly, on the blues, we would buy Melton 
for the fabrication into blues, whereas on undershirts we would not 
buy any of the raw materials but would buy the undershirts outright 
and the contractor would furnish all the materials for undershirts. 

Senator Stennis. Well, you did not want to venture any percentage 
of this $127,000,000 in the Mobilization Reserve for clothing; you do 
not want to venture the percentage of that for cotton? 

Commander Rainey. I would say not, Senator, because it would be 
an inaccurate estimate because the plans are not yet completed. 

Senator Srennis. [f it followed the usual pattern it would be around 
40 percent, though, for cotton and wool. That is the usual pattern 
that you give here, 40 percent. I got that right, did I not? 

You said, did you not, about $10,000,000 out of the $25,000,000 
per quarter? 

Commander Rainey. That is correct, for our present operating 
stock. We spend about $25,000,000 a quarter, of which about 
$10,000,000 is 40 percent. 

Senator STennis. All right. 

Now, you have heard Mr. McNeil. He was talking about these 
plans here. As soon as the money was available they would have 
plans that he would announce, he hoped. 

That is the very same question you are talking about here, in the 
normal buying for Mobilization Reserve, is it not; that is the same 
buying? 

Commander Rainey. Yes, sir. 

Senator STENNIs. Just give me a minute to glance at my questions 
which I have in this memorandum. 

Of course, Mr. McNeil’s answers explained to me a lot of the 
questions that I had set up for you gentlemen. He said, in effect, 
that he had been holding out that money for buying hard goods, 
long-time articles. 

Admiral Nosur. We have an instruction from the President in re- 
ard to our scheduling, which says specifically that we should phase our 
buying so that we will have the short-lead-time articles available to 
match the long-lead-time articles. 

That means with the exception of clothing for immediate needs, 
that the short-lead-time articles normally would stand back and wait 
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until the long-lead-time articles had been obligated before we went 
into the market for the short-lead items. 

That is what Mr. McNeil said they were going to rearrange so 
that we could go into the market currently for some of the short- 
lead-time articles. 

Senator Stennis. Well, now, is there anything else that you can 
think of that will shed any light on this matter? 

Admiral Nosir. No, sir; except to express the position of the Navy 
Department, its desire to be of assistance to industry, to prevent the 
peaks and valleys of production, and also to do what we can to assist 
the basic farmer, so as to_prevent the profit from his labor passing into 
somebody else’s hands. 

Senator Stennis. Well, that is a very fine spirit and we appreciate 
that, too. 

You know, in that connection, this vear the farmers spent more 
money, actual money, in the growing of the crops than they ever have 
in the history of America, I am sure; and there is a whole lot of labor 
connected with getting out a crop of cotton. 

Admiral Nosie. I might add that, as a boy, I picked cotton, 
Senator, so I know what I am talking about. 

Senator Stennis. You know about that; what State were you 
reared in? 

Admiral Nose. Texas. 

Senator STENNts. That is at the head of the list for cotton, unless 
California passed it last night. 

Admiral Nose. Well, Texas had a slump. 

Senator STENNIS. Yes; they had an unusual drought. Well, I 
appreciate very much your attitude, and so do the other members of 
the committee and other Members of the Senate. 

Now, Commander, do you have something vou want to say? 

Commander Rainey. No. 

Senator Stennis. Is there anyone else who wants to say anything? 

Admiral Nosue. I do not think there is, Senator. We came in 
response to your call, sir. I think that we have covered the subject. 

Senator STENNIS. I appreciate your coming. Do you have anything 
further? 

Colonel Renrroer. I believe not, except in connection with that 
figure of 250,000 bales of cotton which Mr. Small gave us yesterday 
as being probably your annual consumption of cotton. Is that some- 
where near correct? 

Admiral Nose. We will give you that, Colonel, if you are inter- 
ested. I will ask Commander Rainey’s people to work it up. It 
appears a little high. 

Colonel Renrroer. That is what we thought, that it was a little 
high compared with the Quartermaster’s statement that it was 700,000 
bales for both the Army and the Navy put together. 

Senator Stennis. That will be helpful to have the figure. 

Now, Mr. Brewton is here from Senator Hill’s office, and we are 
glad to have him here. Do you have any questions, Mr. Brewton, 
that you would care to ask? 

Mr. Brewton. No, sir. I think it has been covered very thor- 
oughly. 

Senator Stennis. Then that will be all for today. Thank you all 


very much. 
(Whereupon, at 3:30 p. m. the task force adjourned subject to call.) 
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TUESDAY, SEPTEMBER 18, 1951 


Unirep Srares SENATE, 
‘Task Force oF THE PREPAREDNESS SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Me mph is, T¢ a 

The task force of the Preparedness Subcommittee met, pursuant to 
recess, at 9:15 a. m., at the Peabody Hotel, Memphis, Tenn., Hon. 
John C. Stennis (chairman of the task force) presiding. 

Present: Senator Stennis (Mississippi), Representative Frank 
Smith (Mississippi), Representative E. C. Gathings (Arkansas), 
Representative Thomas Abernethy (Mississippi), Representative 
Jamie L. Whitten (Mississippi). 

Also present: Col. Mark H. Galusha, member of the staff, Armed 
Services Committee. 

Senator STENNIs. Gentlemen, let us come to order please and every 
one find a seat if you will. Now, I do not have any speech, I do not 
have any statement except a very, very few preliminary words by way 
of pointing up the object of the meeting. 

First, I want to thank everyone of you here for your presence, for 
your interest, and, also, especially thank those that are going to testify 
here, to give us the benefit of your reasoning, your facts, your infor- 
mation. Now this hearing is being conducted by the Armed Services 
Committee of the United States Senate, particularly the Prepared- 
ness Subcommittee of the Armed Services Committee, which ever 
since the Korean war started has been very active with reference to 
stockpiling—that is the word that sums that activity up pretty well— 
stockpiling of the necessary strategic materials. We have had other 
activities but they have been going right down the line on these items. 

Now the question immediately before us is, we are going into this 
new cotton year with a very small carry-over, as you know, around 
2 million bales; the estimated consumption, domestic and foreign, for 
the next 12 months, even if there is no more than there is now, will 
provide us with an estimated carry-over of over 3 million bales, which 
vou know is abnormally low, and which is dangerously low if we should 
have a war, 

Now, the immediate matter here is how are we going to profit against 
the chance that we are taking in having such a small supply of cotton 
at the command of the Government. Now, some say that there is 
nothing to worry about, we can protect ourselves, there is no use to put 
anything in reserve, there is no use to stockpile it, there is no use to do 
anything, that next year’s production will take care of everything. 

Now I think one of the most material things here today is to get 
at the cost of producing this crop as compared with its worth today, 
and that will shed light upon the prospects of the yield for next year. 
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I am going to ask Representative Gathings to come right on around 
here, if he will. 

Now, that is one of the material things we have to inquire into here. 
Now, the Armed Services Committee is interested in this matter from 
this viewpoint among others, but this is the one we have to keep our 
minds on, the problem of producing cotton for military needs, and we 
want to develop testimony here today that points it up, the producers’ 
problem for growing cotton for military needs. 

Now, that testimony will be valuable in Washington to this com- 
mittee, to the agencies of the Government, and I think we came to 
the right place to get this testimony. You men know the subject as 
none others do. We are going to have the whole Cotton Belt repre- 
sented. 

We are very glad indeed to have here with us, four men that are 
making a real contribution to agricultural problems in Washington, 
they are from the House of Representatives. On my right, is Repre- 
sentative Tom Abernethy, he is a member of the Committee on Agri- 
culture; on my left here is Representative Jamie Whitten. Represent- 
ative Abernethy is from Mississippi, as is Representative Whitten, 
who is a member of the Appropriations Committee, that is, Mr. 
Whitten is, and he is chairman of the subcommittee that handles the 
agricultural appropriations bill. Second from my left is Representa- 
tive Frank Smith, Third Congressional District of Mississippi; he 
claims to have a great cotton growing industry down there in his 
district, and he does have, the whole Delta, virtually all of the Delta 
is in his district, and he is very much interested and applies himself 
to that subject. Now at the end of the table is Representative E. C, 
Gathings, of Arkansas, who lives right here near the city we are in, 
he lives in West Memphis. He is a member also of the Committee 
on Agriculture; and these gentlemen are very active and they are very 
much concerned; they know the subject and we are especially glad to 
have them here and we are going to call on them, in the course of this 
hearing. 

Now we want everyone to hear these witnesses and for that reason 
let me urge you gentlemen, if you have to talk or confer, please retire 
from the room to do so as we want to move along now as fast as we 
can, consistent with the subject matter, because there are a great 
number of people here to testify and this is only a 1-day session; so, 
if we push this thing along a little too fast, just remember that the 
object is to try to cover the entire subject as it should be covered. 

Now, if there is nothing further, we will just proceed now. This 
list of witnesses was prepared by the gentleman who worked on this 
program for today. We are going to hear first from Dr. M. K. Horne, 
of Memphis, representing the National Cotton Council, and his sub- 
ject is Pattern of Needs as Understood by Cotton Industry. 

All right, Dr. Horne, come around please. Now, Doctor, if you 
will, just speak out so that everyone can hear you and it will help 
us all, 

Dr. Horne. Mr. Chairman, members of the committee, I am 
M. K. Horne, Jr., economist of the National Cotton Council; my 
home is here in Memphis, Tenn. Mr. Wingate is vice president of 
the National Cotton Council and will appear later in the hearing and 
will speak officially for the Cotton Council. 

Senator STENNIs. Pardon me just a minute; if the witness cannot be 
heard we will rearrange the table and we will set with our backs to 
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the audience and let the ‘witness sit with his face to the audience 
because we want to be sure you hear what is being said (changing 
witness’s chair]. 

Dr. Horne. My remarks, Mr. Chairman, will include a brief refer- 
ence to the demand situation for cotton, and it was for that reason 
that they were put at the first of the testimony, with the thought that 
that was a necessary background for some further consideration. 
Fortunately we have a good base on which to build our consideration 
of the needs for United States cotton during the present crop year, 
which ends next on August 1. This is the estimate that has been 
prepared by the Department of Agriculture. As you know, it puts 
domestic consumption at 10% million bales, and exports at 54 million, 
for a total of 16 million bales. 

Our age consumption of cotton over the past 5 years has 
averaged 9% million bales. On top of the needs which were met by 
that rate of mill consumption, we now have a large military demand, 
and our whole economy is working at a dec idedly stepped- -up rate. 
The income after taxes of the American people, expressed in dollars 
of constant earning power, is expected to be much higher than it was 
on the average of those 5 years. Industrial production is expected 
to be higher by 20 percent or more. It would seem, therefore, that 
the Department of Agriculture has good grounds for expecting a 
strong domestic demand during the current year. Likewise on the 
export market, the Department’s estimates are supported by indica- 
tions of a large demand. At the same time that we, in this country, 
have been increasing our domestic production by perhaps 7 million 
bales, the combined efforts of all other countries of the world are 
expected to yield an increase only 1 or slightly more than 1 million 
bales, in spite of the fact that thev had the ‘stimulus of a much higher 
price than the United States. Foreign stocks are quite low. The 
estimated foreign demand for 5.5 million bales is based on country-by- 
country appraisals of supply and demand, and is considered fairly 
conservative. 

It would be presumptuous of me to question the Department’s 
estimate of a 16-million-bale demand, and I do not question it. I 
certainly concur in the general idea that domestic and export demand 
should be very strong over this 12-month period, taken as a whole. 
Rather I would like to point out something about this estimate with 
which I am sure every expert who has w orked on it will quickly agree 
and that is this: The estimate is bound to be based on a set of assump- 
tions as to what is going to happen in our economy and in the eco- 
nomics of friendly nations abroad. 

Now, whatever the assumptions may be, I am sure it is not intended 
that we should lull ourselves into the notion that those particular 
assumptions are certain to materialize. They could be wrong on 
the high side or on the low side. For instance, no one can be sure 
just how sharply the pattern of consumer purchases may swing to 
textiles in the months ahead, as hard goods become scarcer because 
of increased military production. It is conceivable that the swing 
to textile buying might carry consumption above 10.5 million bales 
even with the rate of rearmament that is now visualized. But the 
most critical point to consider is the possibility that something might 
happen that required our timetable of rearmament to be suddenly 
accelerated. You gentlemen know, far better than I, that the world 
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is ringed today with points of critical danger, such as Korea and 
Yugoslavia and Iran and Berlin, where the military conflict with 
communism might suddenly spread. The very idea of stockpiling, 
and indeed of our whole vast military program, is to get ready for 
those dangers as quickly and effectively as we can. I would like to 
emphasize that the figures with which we are now working—that is, 
a projected demand for 16 million bales, which would leave a carry- 
over next year of perhaps 3.2 million bales—do not allow for those 
dangers. For a Nation moving precariously along the edge of a 
bigger war, do we really have an adequate “supply. of cotton? To 
answer, I think we need to be very much concerned with what would 
happen, first, to the demand, and, second, to the supply if at any time 
during the coming year a bigger war should become either a reality 
or a more serious ‘possibility. 

As for the demand, the increase in military requirements would be 
just a part of the picture. The whole economy would be stimulated 
to increased activity, a great deal of increased buyi ing, and that would 
necessarily mean more cotton consumption in many industrial uses, 
increased civilian purchasing power, and a higher all-round domestic 
need for cotton. During much of the early part of World War II, 
when the population was much smaller and the industrial capacity 
of the Nation much less than today, we used cotton for most of 2 
years at a rate of around 12 million bales a year. Last February 
and March of this year, we were back to a rate of well over 11% 
million bales a year. It is quite possible that a turn for the worse 
in the world situation could send our mill consumption up to capacity, 
which would be 12 million bales a year or more. Now, our export 
market might be hurt by an enemy blockade, but certainly there are 
me*ny ways in which we could get a w idening of the military conflict 
* ithout such a blockade, so that export requirements would be 
increased rather than decreased. It is certainly a possibility, which 
we must face, that the requirements for United States cotton this 
year might be, not 16 million, but 18 million bales or more. That 
possibility is as real as the very threat of expanding war, about 
which we are all concerned and are doing so much. Our Nation is 
committed to the idea that the best way to avoid such an expanding 
war is to be ready for it, and I am talking about how to be ready 
for it with cotton. If the turn of events should increase the offtake 
of our cotton this year to 18 million bales, the projected carry-over 
next August 1 would be reduced from 3.2 million to 1.2 million— 
which would be tragic for this Nation. This projected carry-over of 
3.2 million, which would be among the lowest for many years, is a 
dangerously low figure for the kind of situation in which our Nation 
finds itself today. 

Now let’s look briefly at the supply side. I think a lot of people 
are assuming that because we have a prospect of perhaps 17 million 
bales or more this year, we can take that kind of production for 
granted in years to come. Nothing could be further from the truth. 
Our chances of getting another big crop in 1952 are subject to three 
very big questions: 

First, are the farmers willing to grow it? Will it be reasonable for 
them to do so in the face of the sharply declining cotton prices and 
sharply rising costs that they have experienced this year? That ques- 
tion will be very ably handled by some of the other witnesses today. 
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Second, will the weather be favorable for another big crop? If the 
expected average yield per acre this season were no greater than that 
of last season, the estimated production (in 500 pound bales) for this 
year would not be 17,291,000 bales, but just barely the 16 million 
bales set up as the minimum goal. If we were to make no more per 
acre this year with the acreage that we have, than in 1946, our total 
crop this year would be less than 14 million bales, and if we took the 
average yield of the last 10 years, we would just barely make 16,000,000 
bales this year. Even if the farmers try to grow a big crop, the weather 
can deprive us of millions of bales, and it might do so at the worst 
possible time. 

And third, even if the farmers try for big production and the weather 
is favorable, it takes labor and production supplies to grow cotton. 
Any sudden increase in the demand for cotton would probably coin- 
cide with higher activity in the whole economy, so that labor and 
chemicals and metal products would be even harder to get and higher- 
priced than they are today. In the last 4 years of World War II, 
our production of cotton was just over 10 million bales a year. Labor 
and production supplies were too scarce to grow any more. That 
suggests the kind of situation that we might face again. 

In summary, Mr. Chairman, it looks as if the Nation is in critical 
danger of taking its cotton supply too much for granted, unless your 
committee and other leaders prevent it from doing so. We may 
become much too complacent about both the demand and the supply. 
The demand might turn out to be more than the current estimates. 
The production that we are going to get in future seasons is certainly 
very questionable. Standing at one of the most critical and dangerous 
points in our Nation’s history we see that the estimate of a 3.2 million 
bale carry-over (subject as it is to such grave danger of iain even 
lower) is certainly too low for safety. It allows for too slender a 
margin of error in our present estimates of what lies ahead. It is far 
indeed below the carry-over of 12.1 million bales with which we 
entered World War IT. 

A year ago, when the Nation assessed its cotton supply situation in 
the light of the great and imminent threat of world war, the chance 
that within 12 months we might have cotton available for stockpiling 
did not seem any too bright. It was felt that if our Nation should be 
so fortunate as to have cotton available for stockpiling, the Govern- 
ment certainly would be well-advised to build a stockpile, and the 
National Cotton Council and other organizations adopted resolutions 
to that effect. Now today, because of tremendous effort and risk and 
sacrifice on the part of the farmer and the whole industry, and a good 
average yield per acre, an opportunity for stockpiling raw cotton is at 
hand. Asa margin of safety to insure the minimum necessary supply 
of this vital war ¢ ommodity i in the years immediately ahead, we should 
by all means take advantage of the opportunity to stockpile raw 
cotton at the present time. 

Senator Stennis. Thank you, sir, that is a very fine statement. I 
have a brief summary here, and I made a memorandum here, and you 
think the obstacles to a new supply of cotton would be sharply rising 
costs, the uncertainty of the worker, the need for additional machinery, : 
additional labor, fertilizers, and insecticides. 

Dr. Horne. Yes. 
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Senator Stennis. Those are the hazards that we would immediately 
face, should there be a war and should we not have any more cotton 
than we do now? 

Dr. Horne. That’s right; the farmer would have to make a decision 
in this complicated situation whether it would be advisable based on 
his experience to try again to grow a big crop. 

Senator Stennis. Now, gentlemen, within the limits of our self- 
imposed time limits here, suppose we just ask you gentlemen if there 
is any question you want to ask Dr. Horne. Representative Gathings, 
do you have any point you wish to make? 

Senator Stennis. Representative Smith, Representative Whitten? 

Representative Wuirren. Mr. Horne, your statement is directed 
largely to our present conditions and the size of the present crop; it is 
in no way an advocacy of an increased crop for next year, is it? 

Dr. Horne. No, sir; I didn’t comment on that. I contemplated 
the possibility that one might be warranted. 

Representative Wuirren. I mean that bridge you will cross when 
you get to it? 

Dr. Horne. That’s right; I am saying that it will be difficult if we 
do want it. 

Senator Srennis. You think the 18 million bales used for 1952, the 
calendar year, is very reasonable? 

Dr. Horne. Yes; if we had an expanding war and they were not 
cut off by blockade, that would be a reasonable figure. 

Senator Stennis. Representative Abernethy, do you have any- 
thing? 

Representative ABERNETHY. I would like to ask Mr. Horne if the 
materials such as machinery, fertilizers, and insecticides and if labor 
in the same quantities as we have now is available for next year, I 
would like to have the gentleman’s judgment as to whether or not the 
farmers next year will plant the equivalent in cotton that they 
planted now? 

Dr. Horne. My judgment is that they would not. 

Representative ABERNETHY. Well I differ with you; now I will tell 
you why I differ with you. It is possible in two more years that we 
will be facing a surplus in cotton again. Don’t you agree with that? 

Dr. Horne. Possibly; yes. 

Representative Apernetny, All right; if we face a surplus in cotton 
in two more years, our cotton farmers are aware of the possibility of 
acreage allotments again; being aware of the acreage allotments, of 
the prospects of them being returned, don’t you believe that a very 
large percentage of them will plant acreage to cotton which they other- 
wise wouldn’t have planted to cotton, to build up that balance? 

Dr. Horne. Well, I certainly agree that is a strong factor, Mr. 
er and it is a matter of judgment as to how heavy it will 
weigh. 

Representative ABERNETHY. Now, I have particular reference to 
the extreme western section of the belt. As you know, under the 
so-called Memphis agreement, some of them didn’t feel that they got 
the acreage that they should have gotten, and I think that accounts 
very largely for the large acreage which they planted out there last 
year; and isn’t it also a fact that in the State of California alone they 
planted approximately 250,000 acres of cotton this year, more than 
anyone thought they could plant or would plant? 
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Dr. Horne. I would say that is probably true; I think some of the 
other witnesses would have a better judgment on that. 

Representative ABERNETHY. Just one other question. Now, 
assuming that may be so, and if we produce the same crop next year 
that we produced this year, and assuming we can stockpile some of 
this year’s crop, what are we going to do with next year’s crop? 

Dr. Horne. Let me see if I got your question: What size crop would 
you contemplate for next year? 

Representative ABERNETHY. Well, assuming that next year’s crop 
would be equal to this one. 

Dr. Horne. That is a powerful assumption; that assumes good 
weather and a better than average yield, as weil as the present acreage; 
but, if we get a 17,000,000-bale crop in 1951, which looks to me like 
a powerful assumption, then, what prospect would we have? It is 
very early to try to forecast, and I wouldn’t try to forecast, but if the 
world situation moves along with a steadily rising rearmament pro- 
gram without all-out war, our economy moves into phase after phase 
of this expanding economy, a man ought to hold out; there isn’t any 
particular reason to believe that there would be a sharp decline in 1953. 

Representative ABERNETHY. Well, I am probably crossing the 
bridge before I get to it, but I am anticipating that we might have the 
same problem. 

Dr. Horne. I would say on the domestic and foreign market both, 
as far as I could see, there might be a strong demand in another year. 

Senator Stennis. All right, Doctor, I thank you. 

(Witness excused.) 

Senator Stennis. The next witness is Mr. C. C. Smith of Green- 
wood, Miss. Now, for the information of those here, I am going to 
read the subjects that are going to be discussed, and the persons that 
are prepared on the subjects to be discussed. 

Pattern of Needs as Understood by Cotton Industry: Dr. M. K. 
Horne, National Cotton Council, Memphis, Tenn. 

Why Cotton Production Fell to Low Levels in 1950: C. C. Smith, 
chairman, Cotton Economics Committee, Delta Council, Greenwood, 
Miss. 

Producer Efforts and Problems Meeting Government Goals, 1951: 

Problems, Southeastern States: H. L. Wingate, president, Georgia 
Farm Bureau Federation, Macon, Ga. 

Problems and Costs, Midsouth States: Christoph Keller, chairman, 
Beltwide Cotton Producers Committee, Tallulah, La.; Joe Hardin, 
president, Arkansas Farm Bureau, Grady, Ark. 

Problems and Costs, Texas and Oklahoma: Walter Hammond, 
president, Texas Farm Bureau Federation, Tye, Tex. 

Grower Problems, Arizona-New Mexico: Elwood Smith or Keith 
Taylor, Cotton Growers, Phoenix, Ariz. 

Experiences in Meeting Labor Shortages, 1951: Representative 
E. C. Gathings, Arkansas; Rufus Branch, grower, Osceola, Ark. 

Unpredictable Risks, Cotton Production: Crews Reynolds, Port- 
ageville, Mo. 

Problems of Small Growers With Large Increases, Cotton Produc- 
tion: Flake Shaw, Greensboro, N. C. 

Dollar Returns to one ers With Big and Little Crops: J. F. 
McLaurin, Bennettsville, S. C. We will also have on that same 
subject, William Garrett. 
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Confusion at Farm Level, Present Cotton Situation: Boswell 
Stevens, president, Mississippi Farm Bureau Federation, Macon, Miss. 

Financing Problems in Production and Handling 1951 Cotton 
Crop: C. R. Coviness, chairman, agricultural committee, Mississippi 
Bankers Association, Greenwood, Miss. 

Farmer Problems, Obtaining Fertilizer and Other Supplies: Repre- 
sentative Thomas Abernethy, Mississippi. 

Supply and Demand Must Balance Eventually: Maury Knowlton, 
president, Perthshire, Miss. 

Tennessee’s Efforts To Develop Orderly Marketing, 1951 Crop: 
Ed Jones, commissioner of agriculture, Nashville, Tenn. 

Farmers’ Hedge in Government Loan: Representative Frank 
Smith, Mississippi. : 

Steps Being Taken, Export-Import Bank: Representative Jamie 
L. Whitten, Mississippi. 

Mechanics of the Market and Time Lags in Demand: L. T. Bar- 
ringer, National Cotton Council, Memphis, Tenn. 

Orderly Marketing by Producers To Meet Timing of Effective 
Demand, Stabilize Prices: C. R. Sayre, chairman, steermg committee, 
Seott, Miss. 

Senator Stennis. All right, Mr. Smith. Mr. Smith is from Green- 
wood, Miss., and he is chairman of the Cotton Economics Committee 
of the Delta Council. 

Mr. Smirx. Chairman and gentlemen, I have been asked to discuss 
why the 1950 cotton crop was small. The amendments to the Agri- 
cultural Adjustment Act of 1938 concerning cotton-acreage allotments 
were passed August 29, 1949. Some of us felt, in view of the August 
1, 1948, carry-over of 2,319,000 bales and the August 1, 1949, carry- 
over of 5,291,000 bales, that the national acreage allotment should 
not be less than 22% million acres. Farmers have always under- 
planted their acreage allotment, and with certain necessary “war 
crop” provisions in the law we felt the underplanting of allotments 
would be more than usual. The United States Department of 
Agriculture felt, with Commodity Credit Corporation having fairly 
substantial cotton stocks of around 3,000,000 bales and a carry-over 
on August 1, 1949, of 5,291,000 bales, that the national allotment 
should be smaller. The Congress, at the request of the Department 
of Agriculture for a much lower acreage figure, wrote in to the law 
that “the national marketing quota for 1950 shall be not less than the 
number of bales required to provide a national acreage allotment of 
21 million acres.’ I might say that was at the insistence of Congress- 
men Gathings of Arkansas and Abernethy of Mississippi. They 
are responsible for having that minimum acreage of not less than 
21 million. I think that is correct; isn’t it, Congressmen? 

Representative AneRNEeTiy. I wish you had emphasized the “not 
less.”’ 

Mr. Situ. That’s right; I have it underscored “not less.”” The 
Department of Agriculture allotted the minimum acreage provided 
in the law. Inequities appeared in the allotment, and a subsequent 
law added about 750,000 acres to the 1950 allotment to take care of 
these inequities. The farmers planted 18,613,000 acres in 1950 and 
produced 10,012,000 bales. Weather and the small acreage allotment 
were the causes for the size of the 1950 cotton crop. Radical changes 
in acreage, either up or down, causes the producer difficulties. If he 
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must drastically reduce his acreage, for one thing, he has difficulty 
in maintaining the usual labor which may be needed on the farm in 
normal times. He likely has some’ surplus of machinery for some 
uses, but not enough to ‘harvest other crops, such as corn, soybeans, 
rice, and so forth, planted on surplus acres in years of drastic reduction 
in cotton. In years of greatly increases acreage the producer must 
plant less productive lands in cotton and increase his hazard. The 
mills and merchants also have trouble with drastic changes, especially 
when there is a drastic reduction in price, as during the past year. 
Mills or merchants cannot afford to carry high-priced cotton into the 
following season of lower prices. The point “which I wish to make is 
that violent changes in acreage or price are not good for either the 
producer, merchant, or mill. 

I think I might be helpful to the committee to review what hap- 
pened to cotton during the last war. A committee was set up to 
review the cotten position and the military demands every 2 or 3 
months. I represented the Department of Agriculture; Bob Stevens, 
who was in the service at that time and is now president of J. P. 
Stevens textile and mill interests, represented the armed services, 
and Frank Walton, who is now connected with a large New York 
textile firm, represented the War Production Board. Later Tom 
Bancroft, now president of Mount Vernon Woodbury Mills, and Mr. 
George Lanier, of West Pomt Manufacturing Co., represented the 
War Production Board. All of these were sincere men trying to secure 
maximum textile production to meet military and civilian require- 
ments. We had ample supplies of cotton, but we did not always 
have the grades or staples needed for prospective military require- 
ments to produce both old and new fabrics. As labor became short 
in the mills, the mills generally wanted higher grades than they had 
used in the past in order to increase their production. Incidentally, 
cards in a mill is the cleaning equipment in the mill. Cards were a 
bottleneck, and cleaner cotton increased textile production. There 
was less dust in the cleaner cotton, and the mill labor liked it better. 
As labor was short, they did prefer to work m a mill that didn’t have 
much dust as compared with one that had a lot of dust. We found 
ourselves with decreasing supplies of high-grade cotton and increas- 
ing supplies of low grades due to the mill requirements of higher 
grades and producers having increasmg amounts of low grades with 
the shortage of labor on the farm. 

In many fabrics the armed services demanded greater strength, 
and in some cases longer staples were required. These factors may 
be helpful in determining possible military needs of the future. I 
think it is no secret at this time that, instead of a soldier, for instance, 
carrying around a very heavy soggy overcoat, the armed services 
decided to clothe soldiers in a series of layers. They developed 
weather-resistant cloth and they developed air fabrics, and they 
developed different things as they went along, and it was necessary 
to weave cotton to meet those types of developments. 

I have two suggestions—I see that Congressman Whitten is going 
to touch on one of them: (1) I think the Export-Import Bank must 
make credits available of at least $500,000,000 if we are to export 
about 5,000,000 bales of cotton from this crop. I don’t like to dis- 
agree with my friend Horne, and I don’t like to disagree with my 
friends in the Department, but I can see no way of getting out that 
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much cotton without credit when we exported last year through 
ECA, and that will be very drastically reduced this year. If my 
information is correct, we will do very well to get out a million bales 
this year through ECA funds; so, I think we must have credit facilities, 

and the Export-Import Bank will have to be in a position to furnish 
credit. 

It costs about $200 per bale to land cotton abroad, and this would 
provide credits to export about 2% million bales. Many foreign 
countries which have lost their colonies which produce raw materials 
will need credit. Dollars are not as plentiful in many foreign coun- 
tries as had been anticipated earlier in the year. I doubt that some 
foreign countries will apply for credits through the Export-Import 
Bank until they see how much cotton they may get through the 
Economic Cooperation Administration. We exported about 2% 
million bales through ECA last year, but this will be drastically re- 
duced this year and make financing through the Export-Import 
Bank even more important. Incidentally, every cotton loan has 
been repaid in the past. By that I mean loans granted for the pur- 
chase of cotton, processing it, and payment in the way of the goods. 
While I was handling Commodity Credit cotton, we put about 900,000 
bales in Japan and about 300,000 in Germany on a credit. We 
charged them interest and, if I recall the figures correctly, 37 cents 
out of the textile dollar paid for the cotton, and those countries had 
63 cents left for their own economy; that was the price level at that 
time. So, it is a fact that every cotton loan made for processing has 
been paid for, either through the Export-Import Bank channels or 
through other channels. 

The military forces are going to spend lots of dollars abroad this 
year in addition to normal trade, and there is every reason to believe 
the Export-Import Bank credits will be repaid. 

The quartermaster and other buyers for the military forces should 
promptly place their orders for their textile requirements. I would 
urge, Mr. Chairman, that you present that strenuously to the atten- 
tion of the Armed Forces, and I don’t mean an announcement of a 
policy; I mean an announcement of orders that will put the mills 
to work; it will give them business, and mills ordinarily don’t buy 
cotton until they have orders. 

This will supply business tor the mills at a time when we are ap- 
proaching the peak movement of this year’s cotton crop. The prices 
on such textiles should be as reasonable as the armed services can 
expect to secure this cotton season. 

Senator Srennis. Well, we certainly thank you, Mr. Smith. I 
should have stated that Mr. Smith handled the cotton for the Com- 
modity Credit Corporation out of Washington during World War II, 
and he gave us some very valuable experience there. 

I feel there are a number of people in the audience that have ques- 
tions that come to their minds that they would like to ask these 
different witnesses. It is impractical to stop as to everyone, but if 
you will frame your question well in your mind, then later we can 
call these witnesses back, later on in the day, and take up any point 
in particular that you had in mind. 

So with that understanding now, we will pass rather rapidly from 
one witness to another, and then we will sum up here by getting the 
benefit of any thinking you may have in the form of questions or 
statements. Is there any other point that you want to make now? 
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Representative AnerNretuy. No. 

Senator Stennis. Well, we certainly thank you, sir. 

(Witness excused.) 

Senator Srennis. Now our next witness here will be Mr. H. L. 
Wingate, of Macon, Ga. Mr. Wingate is president of the Georgia 
Farm Bureau Federation, and he is well known in his State and in the 
whole South, and he is well known in Washington. I referred to him 
last night as one of our Assistant United States Senators; his place is 
right outside the Senate door. 

We are very glad indeed to have this fine gentleman with us, and 
we will listen to what he has to say. 

Mr. Wrineaate. Thank you, Mr. Chairman. I am H. L. Wingate, 
president of the Georgia Farm Bureau Federation, vice president of 
the National Cotton Council. My home is Pelham, Ga., and my 
office is in Macon, Ga. I would like to get that straightened out. 

Mr. Chairman, I would like to state that Mr. Harold Young, 
president of the National Cotton Council is very, very sorry that he 
was unable to be here and that he is very much disturbed about the 
cotton situation with world conditions today, and he is very desirous 
of joining in with any effort to see that cotton is in ample supply in 
the event of all-out war. 

I will not be testifying, of course, for the National Cotton Council; 
I am giving my views here on the subject that you have announced. 

Mr. Chairman, I am very much disturbed as a farmer, and repre- 
senting the farmers of Georgia, over the cotton situation, especially 
with the world conditions as they are today. 

It has been mentioned that we have approximately a 19-million- 
bale supply including our carry-over of 2 million; it has been estimated 
that we will consume 16 million bales, that is, domestically and 
exportation. 

I think that is very reasonable; that will leave us a carry-over in 
round figures of 3 million bales. T would like to call your attention 
to the fact that 5 million bales is a normal peacetime carry-over and 
3 million bales would be 2 million bales less than the normal peace- 
time carry-over, and we are in anything but, normal times. 

I bring that point out just to try to emphasize the seriousness of 
the cotton situation. 

Now, if we wind up with a three-million bale carry-over this year, 
that will be the lowest carry-over other than this year, that we have 
had in maybe 12 or 14 years. Now the farmers’ problem, the farmers 
were called upon to produce this 16-million-bale crop. 

It just so happened that I was a member of the National Cotton 
Mobilization Committee that was called into Washington; it spent a 
day with the Secretary of Agriculture in the Department of Agricul- 
ture on the needs domestically ; it spent a day with the United States 
Department of Commerce on the needs for exportation; it spent a 
day with the Quartermaster Department on the needs of the Army; 
and with all of this information, the Secretary of Agriculture announced 
a minimum of 16 million bales that should be produced this year, and 
I emphasize the “minimum.’ 

I was in full agreement; we were all called upon to go out and en- 
courage the farmer to produc e this 16-million-bale crop. There were 
many in the Department of Agriculture, and some that I considered 
top cotton men, that didn’t believe the job could be done or would 
be done. 
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We all joined in, every agricultural agency, the farm organizations, 
the civic or ganizations, ‘and everybody was called upon to, plead with 
the farmer to produce this crop. The farmer has come through. 

Now during all this discussion, the question of what he would 
receive, and the farmer was very much interested in that, he was 
practically assured that he would receive at least 40 cents a pound. 

Now to back that up, I want to call your attention to the fact that 
the Secretary of Agriculture was asked a question before the Senate 
Banking and Currency Committee months ago, ‘‘What do you think 
the farmer should receive for this crop’? At that time, the Secretary’s 
reply was, “‘At least 40 cents a pound’’, and he went on and gave his 

reasons as the high price of cotton seed, the high price for fertilizers, 
the high price of farm machinery, the high price for insecticides, and 
all those things, and he said, that he should receive at least 40 cents a 
pound. The farmers felt that our Government pleading with them to 
produce this crop, and our top Government officials saying they should 
receive at least 40 cents a pound, and knowing that the authority to 
keep this cotton at 40 cents a pound was in their hands, the farmers 
have come out and produced this crop. 

Now comes the time here to sell this crop, and cotton is selling for 
around 35 cents per pound, 10 to 11 cents a pound below what it was 
selling for when the cotton was being planted. 

I want to call your attention to this, too; it was a big help in getting 
this cotton, the fact that cotton was selling at 45 and 46 cents a pound 
during the planting season, and during the time that we were out there 
pleading with them, it was the real incentive; it was a real help in 
getting this crop produced. 

Now, since the price is where it is today, I am giving you my experi- 
ence in Georgia and in other sections. I have never seen the farmers 
in the frame of mind that they are in today, I never have. I talked 
with the farmers about the next year’s need. They tell me that the 
cotton is in abundance, that we have maybe more cotton than we need. 
I said, “No, we don’t have that; we are going to have a short carry- 
over, and my guess is that the Seer etary of Agriculture is going to call 
upon you for at least a 16 million-bale crop next year, and I think he 
would be foolish not to with the cotton situation like it is.” 

Their reply is ‘Well, I don’t know where he is going to get it; I 
am certainly not going to plant as much cotton as I “planted this year 
under any conditions, whether you have a gurantee of 40 cents or 
what you have,” because they think they have been let down. 

I have had many, many farmers tell me even though they p'ace a 
40-cent floor under cotton next year that they will ‘not plait any. 
They were asked to come back in and produce it for defense purposes; 
they did so and they are through with it now, because they don’t 
think, with the cotton price today, they don’t think there is a need 
for cotton or that there is any scarcity of it at all. 

Now, we must have this cotton——— 

Senator STENNIS. Pardon me; while you are on that subject, you 
are undoubtedly correct; there is going to be a call next spring for at 
least a 16-million-bale crop or more. 

Mr. Wineare. Yes. 

Senator Stennis When they called on you for the 1951 crop, you 
went out on the highways and over the hedges and urged the people 
to produce this crop? 
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Mr. Winaarte. Yes. 

Senator Stennis. When that call comes for the 1952 crop, are you 
going to repeat that? 

Mr. Wryeate. Well, I hope the record will get this straight, because 
I am going to tell you exactly what I will do. I pled with the farmers 
and they came through. Now next year, I will not call upon the 
farmers under any conditions, to increase their acreage. 

Now, let me say I will go out and tell the farmers how serious the 
situation is, and how serious the need is for cotton, and tell them, “If 
you want to increase your acreage, you do it at your own risk.” I[ 
will plow up part of my pastures, if necessary, and grow cotton to 
help the boys out; I will do that. I will take my gun and go to fight 
if necessary; IL will do anything that is needed. I went through 
World War I; I was in that; I spent 19 months in France. 

I had only three boys; all three of them volunteered in World War 
[I, and one of them did not return. I don’t want anybody to think 
[ am not being patriotic, but Mr. Chairman, I cannot, under this 
set-up, go be fore my people again and ask ee to increase their 
acreage when we have been let down as we have on this occasion. I 
just can’t do it; that is all there is to it. 

Representative AneRNeraHy. Mr. Chairman, I think it would be 
well if the witness at this point, would put into the record, the points 
of the let-down that he just referred to. 

Mr. Winaars. Well, the points of the let-down is this, the way is 
clear, everything has been done that we caJled upon the Secretary to 
do, so far as wiping out allocations to foreign countries, that is free 
nations; all the things have been done and Congressmen and the 
Senators have passed a law making it possible to stockpile this cotton. 

Stockpiling this cotton along with placing it again in the loan is 
the only way this price can be raised, and, gentlemen, as I understand 
the law, the only two men in this Nation that can have this cotton 
stockpiled is the Secretary of Agriculture and the President of the 
United States, and if the price is not brought up, those two men will 
have to take the blame for this let-down. 

Now that is a serious problem we are facing, Mr. Chairman. | 
doubt seriously, I doubt seriously that you can go out and plead with 
the farmers and get this acreage that is needed, even in the West, 
Tom. I have talked with the farmers throughout the section over 
this price out there, just as we are in this section, and I do not believe 
under the present set-up, it is going to be possible to get another 16- 
million-bale crop unless there is a price on there that will really assure 
the farmer that he will come out all right. 

Representative AneRNETHY. Don’t you think we would be better 
off if we didn’t 

Mr. Winaater. If we went into war, I think it would be disastrous, 
and that is what we are facing. Listen, we went into World War II 
with approximately 13 million bales carry-over; if we would go into 
this war, how could we expect good years every year; it would take 
everything we could do with good years to keep the supply of cotton 
coming that is needed. 

So it is a serious problem, and that is the thing that disturbs me. 
We can get by this vear if they don’t break us all, but the thing that 
is disturbing me is, we are going to need cotton year after year, and 
the problem is getting it. 
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Now you need to keep the farmer in a better frame of mind than he 
is. There is no more loyal group in America than the farmers of this 
Nation. They have always answered the call. They shouldn't 
have this treatment. ; 

Senator Srennis. All right, that is a very fine statement and we 
thank you very much. You are going to be around the rest of the 
day. 

Mr. Winaate. Yes, sir. 

Senator Stennis. We will call vou back. 

Representative ABERNETHY. I want to ask the witness one other 
question. I think the record ought to show, what was the position 
of the National Cotton Council last vear with regard to the 16-million- 
bale crop. 

Mr. WinGate. They were for it. 

Representative ABERNETHY. Did they advocate it? 

Mr. Wincate. Yes, sir. 

Representative ABERNETHY. Did they advocate it on their own, ot 
on the insistence of the Secretary of Agriculture? 

Mr. Wincare. Well, the Secretary of Agriculture called on all of 
us there; the National Cotton Council was represented at this meeting, 
when the Secretary made the statements, when he decided on the 
16-million-bale crop, then he called on all of us and said, “We are 
going to need all of you to help us to go out and do it.” 

Representative ABERNETHY. | am not attempting to lighten the 
burdens of the Secretary of Agriculture, but I do think the record 
should show, and I think this is a fact, and the National Cotton 
Council, itself, irrespective ot _ Secretary of Agriculture advocated 
a 16-million-bale crop last yes 

Mr. Winecare. We did, “He ‘ause we met with those groups and 
worked right along with them. 

Representative ABERNETHY. No doubt, the minds that conceived 
this 16-million-bale crop were right, in that they needed it. 

Mr. Winaare. Yes, sir. ’ 

Representative ABERNETHY. I want to get the record straight on 
two men that are sitting at this table. 

There were meetings in this hotel and in Washington, and Mr. 
Whitten and myself both asked this question, as to whether the 
Government wanted more cotton or cheaper cotton. Do you remem- 
ber that? 

Mr. WinGate. Yes. 

Representative AnerNeruy. Well, we got cheap cotton didn’t we? 

Mr. Wrncate. Yes, sir; and got more cotton, and maybe the Lord 
has been good to us to give us this crop; whether it 1s cheaper or 
higher, we need this cotton. 

Now, the trouble is that we are not receiving a fair price and there 
are only two people today that can bring about that fair price. There 
is nobody else that can take the blame, or the credit. They are the 
two people that can begin to stockpile this cotton tomorrow, as | 
understand the law. 

The President has to give an order; it is within his hands. 

Senator Srennts. Does anyone else at the table have any questions? 
[No answer.] Thank you very much, 

(Witness excused.) 
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Senator Stennis. Before I call the next witness, let me say that 
these Senators that have been conferring on this matter in Washington 
are very much interested in this matter. I know we held a meeting 
last week, Thursday afternoon, I think it was, at the busiest hour of 
the session, and there were 17 of them turned loose of whatever they 
were doing and came to this meeting, and many of them wanted to 
come to this meeting here today. 

Many of them would have, had it not been called on such short 
notice, and had it not been in the most serious part of the sessions 
up there with reference to the appropriations bill, tax bills, and con- 
ference committee assignments that they had. 

Now thev are all interested from the Cotton Belt, but Senator 
Russell was especially interested and wanted to be here as did Senator 
Hill, of Alabama, Senator McKellar, of Tennessee, and Representative 
Cooley, from North Carolina, was anxious to come; Senator Ellender, 
who is on the Committee on Agriculture, was very anxious to 
come and tried to make arrangements, but there was not time; 
Senator McClellan, of Arkansas, was interested, as was Senator 
MeFarland, of Arizona, and also, Senator Anderson. 

As I say, all of them were interested, but for certain reasons, these 
gentlemen were not able to get away. 

Senator Anderson was not in Washington, he is at home, but he is 
greatly interested. I have here now a telegram from Senator Hill. It 
Says: 

Know hearing will disclose new facts on short supply of cotton and need for 
stockpiling. Regret inability to attend. 

_ Laster HI, 
United States Senator. 

I have a telegram from Senator McKellar, of Tennessee. It reads: 

Sorry am not with vou. Hearing of farmer evidence will strengthen case for 
stockpiling. 

KENNETH McKELLAR, 
United States Senator. 

That was the feeling in Washington. We wanted to get evidence 
directly from vou gentlemen. 

Here is a telegram from Senator Connally, of Texas. It reads: 

Farmers responded splendidly to call for production. Know they will give 
valuable testimony on present situation and outlook for next erop. 

Tom CONNALLY, 
United States Senator. 

[ have a telegram here from Mr. J. C. Wilson, president of the 
Southwest Cotton Growers Association. It is sent from Pecos, Tex., 
and I willread it. It reads: 

I wish to take this opportunity to thank you and your committee for the in- 
terest you have manifested in an endeavor to get this cotton crop marketed in an 
orderly manner, thereby enabling the procedure to get a better price for their 
cotton which has cost the producers in area 25 percent more to produce and the 
present market is 10 to 11 cents per pound less than the market at planting time 
when the United States Department of Agriculture urged the farmers increase to 
their acreage to produce more cotton so badly needed for national defense. I 
strongly urge stockpiling cotton now for use in an emergency when there is a 
shortage, as I realize we cannot get similar production in 1952 with labor shortages 
and increased cost now confronting the farmers, 

ee 83 WILSON, 


President, Southwest Cotton Growers Association. 
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I have a telegram here from Senator Ellender. It reads: 
Regret work on Appropriations and Agriculture Committees does not permit me 
to be with you. Feel hearings important in developing producers side of military 


needs for cotton. 
ALLEN J. ELLENDER, 


United States Senator. 


Mr. Reporter, all of those telegrams will go into the record. 

And now we will continue on the problems of the producer and we 
switch it over now to the Midsouth area and call Mr. Keller, who is 
chairman of the Delta Wide Cotton Producers Committee, and his 
home is in Tallulah, La. 

Mr. Keuuier. Mr. Chairman and gentlemen, my name is Christoph 
Keller, Jr., from Tallulah, La. I appear before this committee in 
the capacity of a cotton grower; as president of the Louisiana Delta 
Council; and as chairman of the Beltwide Cotton Producers Com- 
mittee, an organization representing cotton farmers in all cotton- 
producing States from California to North Carolina. 

The purpose of this testimony is to review with you briefly, some 
of the problems encountered by the farmers of the Middle South 
in their apparently successful effort to produce the 16,000,000-bale 
cotton crop which our Government requested in the interest of national 
defense. In the preparation of this statement, a conscientious effort 
has been made to make it both objective and representative of the 
area covered by this report—namely, the Delta areas of Missouri, 
Tennessee, Arkansas, Mississippi, and Louisiana. 

The scope of this discussion includes both problems and cost of 
production of the 1951 crop. This testimony will establish the fact, 
I believe, that the major problem has been that of cost. 

This has been the most expensive crop in history, due to a large 
extent to the fact that the cotton farmer extended himself to produce 
the greatly needed large crop. Appended and made a part of this 
testimony, is a study of comparative direct costs which indicates that 
the cost of producing a pound of cotton in the Mississippi River Delta 
was 7 cents a pound higher in 1951 than in 1950. This 45 percent in- 
crease in direct cost is occasioned largely by almost 70 percent higher 
labor costs for hoeing and picking—$25 an acre for preharvest unskilled 
labor in 1951 (mostly chopping) as compared with $14 in 1950; and 
$58.22 an acre for picking in 1951, compared with $35.69 in 1950. 
For the benefit of those that do not have a study, that picking cost 
was based on $4 a hundredweight, which may or may not be con- 
servative. It must be emphasized that the afore-mentioned costs 
do not include such important items as taxes, supervision, and man- 
agement, debt service, depreciation, investment, land rent, and so 
forth. I might inject at this point that this study is not just a bunch 
of figures that were drawn out of the air in proof of a preconceived 
point, but it was consciously with an interview of the county agents 
and other agricultural workers, the representatives of the farmers in 
the area under study; and I might also add, in the light of my own 
experience, I think they are realistic. 

In addition to the problem of extremely high cost, as has been 
mentioned in previous testimony, the cotton producer has been con- 
fronted with a serious shortage of labor. In many sections of the 
Belt, the cost of labor has been an academic matter, there being no 
labor available at any price at critical periods. This is due to migra- 
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tion to areas with so-called defense plants, and to the Armed Forces, 
as well as the fact that an adequate supply of Mexican labor has not 
been forthcoming as promised. 

In brief, the high production costs, the scarcity of labor, both 
skilled and unskilled, and other factors such as a shortage of material 
and necessary utilization of marginal land, have combined to create 
in the production of the 1951 crop more hazards than those normally 
assumed in a business risk. It is sincerely believed that these prob- 
lems have their genesis in the fact that the cotton farmer extended 
himself in the interest of national defense, and in the belief that the 
prospective demand was such that if his efforts were successful, he 
would not sustain financial loss. Certainly, in light of the foregoing, 
the present price of cotton would not provide sufficient incentive for 
the production of a large crop in 1952. 

For the record, I would like to say that in making that statement, 
I do not presume to tell the committee what they should do about it. 

The opportunity to appear before this committee is gratefully 
appreciated by me, and by the Beltwide Producers Committee, in 
whose behalf this testimony is respectfully submitted. 





Zstimated direct costs of producing cotton in the Mississippi River delta area in 1951, 
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| | 
Seed : ‘ } $3.15 | $3.15 $3.15 | $3. 60 $5. 00 
Fertilizer 3 5.40 | 5. 62 4.32 | 5.20 | 5. 20 
Poison ! 2.90 | 2. 90 6.00 | 6. 92 6.92 
Preharvest labor: 
Unskilled_ 11.00 | 10.85 | 14.07 | 14.00 | 25. 00 
Skilled ‘ = 3.00 3.00} 3.00 3.30 3. 60 
Tractor and equipment costs Sawks 6. 38 6.38 | 6. 93 7.48 8. 20 
Fa killed labor 2 50 > 50 > 50 9 3.00 
Skilled labor . iccbes veeboul 2.50 | 2. i 2.50 | 2.75 | 3.0 
Picking ye pened we winociaens | 37.50 | 54. 60 25.44 | 39.65 2 58. 22 
Hauling ; SN solemaachdn ed 1.20 | 1.20 | 1.26 | co 3 1. 57 
Ginning ; 7.50 | 9. 36 5.76 | 7.32 8. 40 
Bagging and ties- 3.02 | 3. 50 2.20 | 2.80 | 3. 46 
Miscellaneous. 1 | ; 1 1. 2! 1. 25 
Total ‘ 






Credit for seed 






Difference ‘ iti : 
Specified cost per pound MN eh i) ee 115 | 13 | . 188 | . 156 3 226 





1 Application included. 
2 Based on a rate of $4 per hundredweight and an allowance of 50 cents for costs of recruiting, housing, ete. 
3 If these costs are credited with a $5 per-acre adjustment in overhead costs resulting from increased 
volume, the per-acre cost becomes $96.47, or 21.5 cents per pound, 




















Senator Srennis. Well Mr. Keller, let me say I think you have 
made a very valuable contribution here, and you have a pinned-down 
statement that carries figures, that I think will prove of great value 
not only now, but in the ‘months to come, and at the expense of repe- 
tition IT would just like to repeat here a sentence or two that you have 
read, pointing out this 7 cents-a-pound increase. 

He has this statement, ladies and gentlemen, he says: 

T bis 45 percent i .erease in direct cost is occasioned largely by almost 70 percent 
higher lebor costs for boeing and picking—$25 an acre for preharvest unskilled 
labor in 1951, mostly chopping, as compared with $14 in 1950; and $58.22 an 
acre in 1951, compared with $35.69 in 1950. 
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That is most significant evidence I think, and it will be very very 
helpful. Secretary Brannon told me the other day that as an over-all 
figure, they roughly estimate that the present cost production of 
this crop will be $800 million in cash outlay more than the crop in 
1950, and in addition thereto, they estimate that there were 200 million 
hours of what he called family labor, for which there had been no cash 
outlay. 

If you figure that labor, that was not paid for in cash, at 50 cents 
an hour, that of course would add $100 million to the $800 million, 
and give a total of $900 million; according to his figures, they estimate 
the crop was going to bring just a little over a billion dollars more 
than the 1950 crop ‘but the ‘y emphasize that that was purely an over-all 
rough guess, but you have pin-pointed it down with some accurate 
figures here for this area, and I think it is a very valuable contribution. 

Mr. Ketxier. Thank you. 

Senator Stennis. Do you gentlemen have any brief questions on 
this; if not, we will ask you to stay around and you will perhaps be 
called back. 

Mr. Ketier. Thank you, sir. 

(Witness excused. ) 

Senator STENNIS. W e are still on this problem of the producer with 
reference to areas and we have Mr. Joe Hardin who is president of the 
Arkansas Farm Bureau and comes from Grady, Ark. 

Mr. Harpin. My name is Joe Hardin, of Grady, Ark., and I am 
president of the Arkansas Farm Bureau Federation. 

Mr. Chairman and gentlemen, we are just as confused as you are 
about this cotton situation. When we went out last year and talked 
to our farmers about the need for a 16-million-bale crop, we were 
thoroughly cognizant of the great strain that we would be under and 
the difficulties we were going to have in order to get the necessary 
materials to go into that crop. 

We knew the labor situation was going to be tight; we knew the 
fertilizer situation was not as good as it might be and there was a 
considerable threat as to the scarcity of machinery and all of those 
things were in our thinking, but at the insistence of the Department 
of Agriculture and the National Cotton Council, in their survey and 
their analysis of the cotton situation, we were willing to go along in 
an attempt to produce the needed 16 million crop and we went out 
in the country and sold our farmers on that idea. 

Now the results that we have gotten speak for themselves. There 
has been a 17-million-bale prediction for this year’s production, and 
the costs have exceeded even our top estimates at the time that we 
were talking to the farmers about the need for this crop. 

The figures you have just heard Mr. Keller give you here relative 
to the increased cost, I think are conservative figures, and that is. the 
experience of every farmer that I know of; his costs have gone higher 
than he anticipated—higher than he was prepared to meet when he 
made his credit arrangements. 

All of those things have tended to put us in a pretty serious situa- 
tion as to the future. Now we are very much concerned with how 
we are going to get out of this cramp that we are presently in. 

I don’t know whether we can afford to put enough dependence on 
the orderly marketing program. 

I have considerable faith in that; I think when the farmers got to- 
gether the current machinery for orderly marketing in the form of the 
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Commodity Credit Corporation loan program that we conceived of its 
use coming at a time just as this time is right now. 

We have got a big crop, we have got a demand for a big crop, but 
the rate at which this crop is capable of being harvested in the next 90 
days is much higher than the rate of consumption, and the speculative 
interests are always going to be taking advantage of the supply and 
demand situation. 

Really it is a seasonal supply and demand situation in the point of 
a long-time outlook; it seems to me right now unless we can get con- 
siderable pressure and considerable encouragement, these people that 
grew this cotton believing that the future offered a better price are not 
going to be willing to put it into a loan. 

I think that would make the best appeal to me, to go out for an 
orderly marketing program. Now there is a difference of opinion 
relative to the effectiveness of the stockpile. 

[ think that the stockpiling is just warehousing of cotton, and you 
are holding it aside for future use, and if we think there is military 
need for that stockpiling, why certainly we can justify putting it into 
warehouses for military requirements, but to put it into a stockpile 
just to withhold it from the market wouldn’t serve any purpose that 
the loan program doesn’t already promise, and to pack those bales of 
cotton in there would be a weight on the future market and wouldn't 
relieve the situation, as I see it. 

It might be a temporary expedient, and it might be beneficial to 
us immediately, but I think the trade we have to depend on is the 
speculative interest in the trade which is a considerable part of the 
cotton business, and as long as that cotton is out there, visibly evi- 
dent in the form of a stoc kpile, it is going to have a depressing effect 
on the market unless it is so held by the Government, that it can never 
be entered into the trade. 

Even then I think that— 

Representative ABERNETHY. Can I interrupt you there? 

Mr. Harp. Yes, sir. 

Representative ABERNETHY. In your judgment, is it possible to 
have any assurance of that? 

Mr. Harpin. Well, | have got considerable faith in you Congress 
men, Congressman Abernethy. 

Representative ABERNETHY. But the point is that they would hold 
it how long? 

Mr. Harpy. Well, for the emergency, for the duration of the 
emergency, and of course, there is no assurance of that. 

I am sure we couldn’t put any reliance on that situation at all. 

I have a short statement here relative to that. It seems that 
increased exports offer the greatest opportunity for relieving price- 
depressing effects of the current crop. This is because the reaction 
of cotton prices in the domestic market is such that a given increase 
in exports usually results in more than a proportionate increase in 
the price of the crop as a whole. 

Similarly, a given decrease results in more than a proportionate 
decrease in the price of cotton. 

From a price standpoint, the only difference in stockpiling and any 
other form of storage is the length of time the supply is held. If it 
seems desirable to maintain cotton reserves for military purposes, 
they should be made permanent and not be permitted to enter the 
trade except in time of war. 








' 
if 


YS STOCKPILING OF COTTON 


The supply of cotton for the next 12 months is pretty well known. 
The demand for cotton during the same period is not so well known. 
In our judgment the main price benefits to be gained from holding 
cotton off the market would have to result from adjustments in future 
i ili In other words, stockpiling may be 
in the national interest but it may also hasten the return of acreage 
controls. In the absence of controls, carrying large peacetime reserves 
of cotton will tend to keep the price below parity. 

Stockpiling by the Army would tend to accelerate any price increase 
that might result from an expanding increase in consumption. On 
the other hand, it would have little effect in stabilizing cotton prices 
on a declining demand. 

I want to put emphasis on the need for disappearance of cotton. 
I think that is what we grow it for, to go into consumption, whether 
domestic, foreign, or military use; we grew that cotton to go into con- 
sumption and we speak of that in terms of disappearance. 

I believe it would be very effective and beneficial to stimulate the 
present market if we could stimulate the demand for cotton; that is, 
get rid of the cotton rather than lay it aside for some future use, 
because it is going to be depressing as long as it is out there. 

As far as we are concerned with the production for next year’s crop, 
I think the demand is sufficient if we can orderly market this cotton 
and keep from bankrupting too many of the producers. We are going 
to be justified in going out and producing another good-sized crop of 
cotton but we are faced with increasing difficulties in attempting that 
in next year’s crop. 

We find that fertilizer in all of its forms—nitrogen because of the 
two uses for nitrogen in munitions—is going to be tighter than it was 
in 1951. 

Potassium is very scarce; phosphorus, on account of the scarcity of 
sulfur, makes it almost impossible to get a reliable source of available 
phosphates. 

Machinery, we heard what the OPS said about the restrictions on the 
use of steel, copper, and bronze, the things that go into our machinery, 
and they promise to be much more diffic ult to get next year than it was 
this year. 

Labor, because in some areas where the cotton crops have been 
failures this vear, it has driven a considerable number of families off 
the farms. 

1 am sure you read in the paper yesterday where down around 
Greenville, Tex., they estimate 700 families will leave because they 
didn’t make a living, and they are going to have to leave in order to 
hunt a livelihood; and there are others, because of the extra induce- 
ments off in the defense plants, that are steadily being drawn away 
from agricultural occupations—the workers we had this vear. 

The insecticide problem is about like the fertilizer problem; there 
are certain chemicals that go into that that are going to be scarce 
and we know that next year’s production is going to be more difficult 
than it was this year; and in addition to these obstacles, we find that 
the attitude on the part of the credit agencies is going to be tighter 
because a lot of the producers have demonstrated their inability to 
produce economically. 

In some agencies, they are already asking for deeds of trust on land 
rather than just an ordinary lien on a crop, or the plow tools or ma- 
chinery, or whatever is around there. 
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There are also, in addition to that, asking for first mortgages on 
land, and that is something that is not going to be too pleasant to 
face. 

Some areas that I am familiar with, tell me that they would have 
to produce a bale of cotton to the acre to meet the present cost of 
production, and we know that that is a pretty high goal if a man is 
going to go into the production field and realize that he is going to 
have to have a minimum of 1 bale per acre to break even; he will look 
back and find his record very discouraging, because ‘the law of 
averages is against him. He will produce less than a bale more 
times than he will produce a bale. 

That points up something that I have testified to before in an 
attempt to call attention to those people who are concerned with the 
future of agriculture to realize the importance of better land use and 
better balance within agriculture in order that you can get a livelihood 
for those people who are engaged in agricultural pursuits, 

We have demonstrated that some land in some areas would have 
to give up cotton because they can’t meet competition. You will have 
competition from cotton producing areas and competition from 
synthetic and substitute fibers, and that is one of our problems as 
friends to the agriculture people to find ways and means by which they 
can expect to make a reasonable living or maintain a reasonable 
standard of living, and that means better land use and a balanced 
farm program, 

So I expect that anything, Mr. Chairman, that your committee 
contemplates doing will bear in mind that that is a part of a long-term 
agricultural program, to get immediate relief from the situation we 
are now in. 

I think it absolutely necessary, but then in projecting your thinking 
into what the future should promise to the rural people of America, 
let’s put more emphasis on the need for better land use. 

Senator Srennis. Well, Mr. Hardin, we do thank you. Now, look- 
ing at this matter from strictly the price of cotton alone, of course, 
you know that the consummation of any real definite, final answer 
is to get rid of the cotton, but looking at it from a military standpoint, 
military needs, at least in the future, those that look with favor on 
the stockpiling idea, their sole purpose is merely to have a cushion 
should there be a war, or call it a reserve or stockpile, that will help 
tide us over for an adjustment period, and it could be used here or 
used by some friendly ally. 

It is just a cushion to take care of a temporary situation. That 
cotton will be there, laid away, but it will be justifiable, and the 
country could take title to it and have the exclusive control over it 
and hold it as a reserve or as a cushion. 

That was the best way I could describe it; that was the sole idea, 
and that was looking at it from the military needs standpoint. 

In other words, if we had gone into World War II with no more 
cotton carry-over than we have now, and produced no more, we 
would have run completely out of cotton and it is a chance that 
shouldn’t be taken, and I think the Government says now that we 
will not take that chance; we will enforce export controls, but someone 
else will handle that. 

Mr. Harpin. I had one thought about that, if we are going to 
depend on the law of supply and demand to operate here, to estab- 
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lish the price of cotton, and then we run into interferences with that 
law, and we did that last year when we got ready to grow the crop; 
the original producers didn’t get the 45 cents. We sold a lot of 
our cotton for 35, 34, and 36 ‘cents because the powers to be put 
restrictions on exports. 

Senator Stennis. At the expense of the producers? 

Mr. Harpin. That’s absolutely right. 

Senator Stennis. As an illustration, we have been stockpiling 
copper, and now we are going to have to go into that stockpile and 
use that copper although there is no general war but there is a strike 
on. 

They have to pull out the stockpile of copper, and we produced a 
lot of the copper ourselves, but they have to go back now during the 
truce talks even and pull out the stockpiles of cotton in order to keep 
the wheels turning. 

Now that illustrates what we have here. 

Mr. Harpin. The question was asked of Mr. Wingate to point 
out some of the things where the farmers were let down; export 
restrictions and price ceilings was one. 

Representative ABERNETHY. I am not questioning the fact that 
there was a let-down; I want the record to show those things and I 
think it should show those things. 

Mr. Harptn. Well when the farmers were faced with price ceilings 
there was only one way for that cotton to go, and that was down. 
The ceiling prevented it from going any other way. 

Representative ABERNETHY. I think he is directing his testimony to 
you, Mr. Hardin, as to this year’s crop, and he was talking about the 
let-down after they had met the goal for this year, and rather than 
leave the record in a form of generalities, I thought the record ought 
to specify it. 

Mr. Harpin. Mr. Chairman, that concludes my talk. 

(Witness excused.) 

Senator Stennis. We are still on this problem of cost, and we are 
going to move still farther west. We have with us Mr. Walter 
Hammond, president of the Texas Farm Bureau Federation from 
Tve, Tex. 

We are very glad to have you with us and you may proceed with 
your testimony, remembering that everyone wants to hear you. 

Mr. Hammonp. My name is J. Walter Hammond, President of the 
Texas Farm Bureau Federation at Tye, Tex., with headquarters at 
Waco. 

Mr. Chairman and members of the committee, first of all I want 
to express the appreciation of the farmers in Texas and Oklahoma, 
to you and the members of this committee for your interest in the 
welfare of the cotton farmers and your willingness to come down here 
and hold a hearing trying to do something about the situation. 

Now in Texas, we have just finished 26 district meetings of the 
farm bureau, in which this cotton situation was discussed at every 
meeting. Now the farmers in Texas are disturbed, upset and con- 
cerned about this cotton situation from several different angles. 

It may be critical of departments of the Government, but in this 
discussion of agriculture in these meetings, when these farmers were 
lambasting the agencies of the Government, I told them that the 
saving features of it were the Members of the Congress that always 
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we could depend on the Congress when we couldn’t get justice from 
departments or agencies of the Government, always we had our 
friends in Congress who were interested in the welfare of the people 
and | want you to know that we do appreciate it. 

Of course, because of the short notice, not many people knew that 
this meeting would be held, but I told the farmers in these meetings 
that the Members df Congress were interested in this situation and 
were doing everything possible to alleviate the situation. 

We are in diffic ulty” in Texas and Oklahoma; in the first place when 
we ran into this shortage of cotton last year, there were mee tings held 
all over and we discussed the situation and it was determined ‘by the 
statisticians that we might get into a crisis with reference to the 
supplies of cotton, and it was determined that at least 16 million bales 
of cotton was necessary to meet the needs and to have a supply of 
cotton that would, at least, not be dangerous, and in those discussions 
the price was discussed. 

Now, representatives of the Department of Agriculture and others 
stated at that time that, “You need not worry at all about the price 
of cotton,” and all agreed it was an impossible thing to do. At no 
time in the history of ‘the cotton industry has production been stepped 
up to that extent in one single year, and so it was considered that 
nobody should need to worry about the price of cotton; and at that 
time in spite of the fact that there was an embargo on the exportation 
of cotton, cotton at that time, at the time that funds were urged to 
be used for cotton, was 45 or 46 cents a pound. 

Now the Department of Agriculture through its agencies with much 
fanfare held meetings all over Texas urging the farmers to plant all 
the cotton it was possible to plant. Now we didn’t, in the farm bureau, 
because of our long experience with Government agencies—we were 
fearful that the farmers might get in trouble, and then, in addition 
to that, we thought that the 45 cents that everybody said the farmers 
could expect to get was all the inducement necessary to get the 
production. 

Now, prices will bring production, there is no question about it. 
During the war, when we were scarce on milk in Texas and there was 
not sufficient milk for the babies on one occasion on pleading with the 
price fixer to raise the price of milk so that we could get more produc- 
tion of milk, they explained that even though you raised the price of 
milk, you would get no more production of “milk, that there are only 
so many cows and they give us so much milk, and you get so much out 
of them. I said to them, ‘If you let me set the price of milk, I will 
have the bankers arene Brahma cattle.” 

I think the farmers Texas and Oklahoma planted this cotton 
because they were told shee were going to get 45 cents a pound. 
They told the farmers that they vuld expect about 45 cents, about 
planting time. Mike DiSalle placed a ceiling of 45.75 on cotton, I 
believe it was, which was further evidence to the farmer that he could 
expect at least 45 cents a pound in planting this cotton. 

Now I haven’t any written statement because I didn’t know I was 
to testify until you called my name awhile ago, and | made some 
notes here. 

Now then in addition to all our difficulties, we knew the hazards of 
producing this additional cotton; we knew that the labor would be a 
problem but we didn’t know that two different departments of the 
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Government was going to make it difficult for us to get the usual 
labor to produce and harvest this cotton. 

It has been a custom for many years for wetbacks, what is known 
as a wetback, Mexicans coming over in droves to pick our cotton, 
thousands and thousands of them are coming over. 

Now, after the cotton crop had been planted, the departments of 
Immigration and Labor both have made it difficult for us to get this 
labor that we expected to get. 

In spite of the fact that you passed a bill that provides for Mexican 
labor, the interpreters of this law make it most difficult and atmost 
impossible i in a lot of instances to get this labor. 

Now, we haven’t harvested the crop yet, and a lot of the cotton in 
Texas will have to be machined which means we will get considerably 
less than the price, or the support price. Now we think it is very 
unfair for one department to insist and urge upon the farmers that 
they should produce this cotton and even appeal to their patriotism, 
and farmers are patriotic, and that was part of the reason for planting 
the crop. 

I think it is unfair for two departments of the Government to come 
along in an effort to preclude invitation of Mexican labor to pick 
this cotton. There are two different factors. 

Last year a law was passed with reference to child labor which 
makes it difficult to get American Mexicans to move out of the areas 
where they live in order to pick the cotton because they can’t take 
their children along. Now then, another thing about it, the farmers 
were lead to believe they were going to get 45 cents a pound, and 
they went out, at least hoping to get this amount. 

Now, the farmers produced a little more than they expected and 
consequently, the price drops now 11 cents a pound, because the 
farmers produce a little too much. 

No other industry in this Nation is subjected to such treatment as 
that. 

You are talking about copper; somebody had an agreement with 
the copper producers that they would be paid a definite certain 
amount for that copper. All of those industries in this country, in 
the World, are assured of a price that will enable them to meet all 
of their expenses plus a profit. 

In the last day or two you noticed all the time in the papers where 
price fixers have determined that the cost of production has increased, 
which necessitates giving some departments a raise in the price of 
their commodities. 

Now, that includes the people who will spin the cotton that the 
farmers are producing as a war effort, and we don’t think, and the 
farmers in Texas and Oklahoma don’t think it is fair to accord them 
that sort of treatment. 

As I remember it, there is an escalator clause on the spinning of the 
cotton which enables the price to go up if the cotton prices go up. No 
such arrangements have been provided for the farmers that produce 
this cotton. 

Now the question has been brought up by the fellows who are in 
the opposition on this sort of thinking, saying that the price fixers 
wouldn’t allow the Secretary of Agric ulture to support the price of 
cotton at a higher figure because of the inflationar y factors involved. 
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Now I don’t think it could be considered inflationary to raise the 
price of cotton to 45 cents a pound because that was the price then 
and that would be the price today had not the farmers been urged to 
go out and increase this production. 

Representative AnpRNETHY. Do you mean the support price? 

Mr. Hammonp. No, I don’t. 

Representative AnerNnetuy. I understood you to say that the 
Secretary could support the price at 45 cents a pound. Did I under- 
stand you correctly? 

Mr. Hammonp. I said the price could be supported at 45 cents; 
any agreement that would raise the price to 45 cents could not have 
been considered as inflationary because cotton was 45 cents a pound 
when the farmers were urged to plant the cotton, 

They reduced the price 11 cents a pound, 

Had the farmers net been urged to plant this cotton, the price 
would be 45 cents; to meet the demands at the urgency of the Depart- 
ment of Agriculture, the farmers increased production and ran the 
price down 11 cents a pound, 

Now there‘is another thing about the price of cotton, about the 
raw materials; the cost varies, and in Texas and in areas out on the 
plains area where we produce cotton with big machinery, until the 
last few years, it has never been necessary to poison cotton in that 
area; but last year and this year, we have bollworms all over Texas, 
even in the plains area; we have bollworms and boll weev ils, and the 
cost of the poison has increased. 

Now suppose, just as an illustration, suppose that it cost 30 cents 
a pound to produce and harvest cotton; what I am trying to point out 
is how much more it affects the farmer when you drop the price 11 
cents a pound, or put it at about one-fourth. 

Well the farmers’ income is lowered considerably lower than that 
because nobody considered it was going to cost 30 cents a pound to 
produce cotton at those lower prices, 35 and 34 cents. Well you take 
away most of his profit, and if the farmer is making a 4-cent profit at 
34 cents, and you drop the price of cotton 2 cents a pound, you will 
have eliminated half of his income. 

Senator Srennis. Well we would be interested in getting your rec- 
ommendations as to just what you think about it; have you figured 
out in your mind what would be best? 

Mr. Hammonp. Well, now, I don’t know, I was thinking that you 
Members of the Congress would— 

Representative ARERNETHY. Solve everything? 

Mr. Hammonp. Solve everything. 

Senator Stennis. We are coming to the producers, for you to state 
your problems and your remedies. 

Mr. Hammonp. Well now, doesn’t the Secretary have a right to 
support the price of cotton even higher, at 90 percent. 

Senator STENNIS. Yes. 

Representative ABERNETHY. Only to get production. 

Mr. Hammonp. Only to get production; since he has already gotten 
production, it is not necessary for him to support it. 

Representative AnerNetuy. | think we ought to be fair with the 
Secretary on this point; we all have to cooperate a little bit. 

The law provides certain things which the Secretary has got to do, 
he has got to follow that law; the law provides that he may support 
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cotton as high as 90 percent, and that he may go even above 90 per- 
cent if it is necessary to get production, after he fixes the support 
price and the crop is made. 

I don’t think there is any court in the land which would permit 
him to enter an order if it was contested to raise the support price 
above 90 percent; I am just giving you some factual, cold unhappy 
information. 

Senator Srennis. Your opinion is shared by everyone that ever 
conferred on that. That question is not open as to this crop. 

Representative ABERNETHY. Not as much as I would like it to be. 

Mr. Hammonp. I am glad to get that clarified because the farmers 
have been asking about this. 

Representative ABerNetHy. | think that legislation had_ the 
unhappy endorsement of the farm bureau. 

Mr. Hammonp. Yes, that’s right; the farmer is just a little gullible 
there. 

And now the only other thing I could think of would be stockpiling 
of cotton for the war emergency. Now let’s see, there. is something 
else | have here. 

Now, you are defending the Secretary. 

Representative ABERNETHY. | am not defending the Secretary; 
I am just defending the facts. 

Mr. Hammonp. All right; I sent the Secretary a telegram a couple 
of weeks ago and I told the Secretary that the farmers are beginning 
to wonder whether he wanted more cotton or cheaper cotton; I don’t 
know what the Secretary’s attitude with reference to this situation is 
because I haven’t heard from my telegram, but I do know that when 
it was determined that we might get in an acute shortage of cotton, 
when that Secretary and his fiddlers could have gone into the market 
and supplied the need, the Secretary puts an export embargo on the 
cotton that was so drastic the cotton started sliding off right away; 
and you Members of Congress came to our rescue and you eliminated 
at least a portion of that to where it allowed cotton to go to 46 cents 
or somewhere along there. 

Now there is some discussion that I think the military would like 
to follow Brannan’s plan in the first place, that if there is any likeli- 
hood of shortage of cotton, to put in the export embargo to be assured 
that our folks will have sufficient cotton. 

If you are going to do that to protect the spinners and the users 
of cotton in this country, some protection should be afforded the 
farmer. 

Now the Secretary has spent considerable time and energy and 
spent a lot of money trying to get information from the famity-sized 
farmers as to what they want, and when you get back to Washington, 
I wish you would tell him that the family-sized farmers in our district, 
in Texas and Oklahoma—— 

Representative ABERNETHY. And Mississippi. 

Mr. Hammonp. And Mississippi, and anybody else that wants. to 
be included, that if he is so eager to do what the farmers want, that 
here is one positive situation that needs attention in the hope that 
he will give it his undivided attention and try to keep faith with the 
farmers. 

The family-sized farmers are beginning to lose faith in the Depart- 
ment of Agriculture. 
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Thank you. 

Senator Srennis. We certainly thank you for your very helpful 
statement. 

(Witness excused.) 

Senator Stennis. We are going to move along to the grower 
problem in the Southwest as a whole, and we have Mr. W. R. Squires, 
from El Paso, Tex., and he is general manger of the Southwest Irrigated 
Cotton Growers Association from El Paso, Tex. Please remember that 
everyone wants to hear you. 

Mr. Squires. | am sorry, Mr. Chairman, but I do not have a 
prepared statement to give you. 

Senator STENNIs. It is not necessary. 

Mr. Squires. I was only notified of this last night, and spent the 
entire night on the airplane getting here. 

Senator SreENNis. Well, we certainly appreciate your presence here, 
especially so. 

Mr. Squires. My name is W. R. Squires, general manager of the 
Southwestern Irrigated Cotton Growers Association, El Paso, Tex. 

Our growers are “dee ply concerned about the let-down that we think 
has come to the price of cotton. In the beginning, when a minimum 
of 16 million bales was asked of the cotton growers, there must have 
been some place for 16 million bales of cotton to go. 

That is the feeling that our people have, that it was not just picked 
out of the air, but that when they said, ‘We want 16 million bales 
of cotton, we want it for certain purposes,” and when they asked for 
16 million bales of cotton, I was in New York at the time, in March, 
when we were fighting ceiling prices and our future exchanges had been 
closed, markets “that had been operated for 80 years had ceased due 
to the proposed ceiling prices on raw cotton, and certainly the farmer 
when he was talking “about making this big crop, had in mind these 
ceiling prices that were being put in there, not by the cotton producers 
themselves, but by the Government, OPS, and so forth. 

It is evidentthat we have produced more thah the 16 million bales, 
and in our area it is the most expensive crop that has ever been im- 
posed upon them. 

We have contract labor from Mexico that is costing the producer an 
average of $55 a man before he even gets into the field. It is well 
established that you have to pay to get him up to the Mexican border 
and you have to pay to get him in, and you have to pay to provide 
accommodations for him that are not provided for their regular hands, 
and you have to give him mattresses and you have to give him hot and 
cold water and you have to give him showers, and you have to care for 
him for 10 or 15 days whether he is working or not. 

All of those things, added on to the normal high prices that we are 
experiencing in getting this cotton harvested has imposed a consider- 
able burden on these producers in the area. 

Now we produce the American-Egyptian cotton that you in a sense 
are stockpiling, in that you are buying for the defense program all of 
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the American-Egyptian cotton, and so forth, that we produce. 

At the time the exports were cut off, we had the idea that our 
growers were exposed to almost an entirely new set of experiences 
there, in that Mexico was about 10 minutes by streetcar away from 
there and there is cotton on that side of the Rio Grande River which 
can be crossed without difficulty, but cotton was bringing 80 cents a 
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pound over there, and our cotton was going down to 40 cents, 37 cents 
rather, and naturally that gave our growers a bad taste with the 
Government activities there in putting that wide difference between 
Mexican cotton and our regular cotton. 

We certainly feel that this cotton that is now being harvested—— 

Senator Stennis. Let’s have quiet, please, for the benefit of those 
that want to hear this. 

Mr. Squires. Should have the ceiling prices that have been im- 
posed, that have been set up by OPS. 

We don’t think that would change the economy any, because it 
was the figure that is set in there and more or less expected. I think 
the mills have set ceiling prices on their goods based on the ceiling 
prices that the raw cotton has been set up for, and certainly the 
farmers in our valley have gone all-out and exhausted almost their 
entire water supply there to produce this crop, going even to the 
extent of putting down wells that have cost $10,000 to $20,000 per 
well, in order to keep the crop going, when the normal storage of 
water supply has, by nature, been almost exhausted. 

They feel that they should get a better price deal than has been 
set in tront of them here by this Government support price and 90 
percent of parity. We find them all inclined to use the Government 
support price to keep this pressure of the harvest off of the market, 
having in mind that it will have some effect on later price. 

They are concerned about this 10 or 11 cents a pound drop in the 
market price that they are able to get on the cotton sold today when 
the prices that prevailed at the time they were asked to put in the 
16 million bales of cotton was much higher, and they have, in our 
valley, gone all-out on both varieties, both the American-Egyptian 
and the Amsack type, and have done all that the Department of 
Agriculture asked them to do but I am sure that when they did it 
they were looking at 45-cent cotton and not 34- and 35-cent cotton. 

Senator Stennis. As I understand you then, you think we could 
get the required procuction next year at a price support of merely 
90 percent of parity? 

Mr. Squires. No, sir, and I don’t think you would have had it this 
year by any means if we had had any idea it was going to be this kind 
of a crop. 

Senator Srennis. On the question of the stockpile, I am glad that 
vou brought out that the American-grown American-Egyptian cotton 
is being stockpiled by the Government. 

Mr. Squires. That’s right. 

Senator Srennis. They are taking it all, aren’t they? 

Mr. Squires. Yes. 

Senator Srennis. They are taking all their present yield? 

Mr. Squires. That’s right, sir, every bit of it. 

Senator Srennis. And they are putting it in the stockpile, and you 
think it is sound? 

Mr. Squires. There is no doubt but that it is sound. 

Senator STennis. To take this extra million aad a quarter, or what- 
ever it is over the 16 million, and do it the same way, you think it is 
sound? 

Mr. Squires. Yes, sir: I think the Government certainly should 
have the reserve and have a place to go for the cotton in the event of 
an emergency. 
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Of course, I don’t know what stockpile means to a future crop. 
That is always going to be there, you know; by stockpiling it, you 
don’t get it out of the way, when you bring out another crop. 

Senator Srennis. If the stockpile was bought by the Government 
and set up by the Government to be used for military needs, or needs 
essential to the military even though it would be there and you would 
know about it, it would nevertheless be largely taken out of circulation. 

Mr. Squires. | think so. 

Senator Stennis. Until an actual emergency, when the demand was 
abnormal. 

Mr. Saurres. I think that is true. 

Senator Srennis. Do you have something further? 

Mr. Squires. That is about all I have. 

Senator Stennis. Do you have something you want to ask him; 
thank you very much, Mr. Squires, you will be here the rest of the day? 

Mr. Squires. Yes, sir. 

(Witness excused.) 

Senator Stennis. Now we have Representative E. C. Gathings, of 
Arkansas, and we are very glad to have you here Mr. Gathings, 
representing us. He knows his subject real well. His title is, 
‘Experiences in Meeting Labor Shortages, 1951.” But you are not 
limited, Mr. Gathings. 

Representative Garuines. Thank you, Mr. Chairman. The Govy- 
ernment of the United States has set out to stockpile critical com- 
modities up to the total sum in dollars and cents of $4 billion. Up 
to this time, $14 billion of critical materials has been stock-piled. 

So, to take care of that, they have started out to stockpile cotton, 
which is next to steel in importance in the defense efforts. 

Now in connection with this over-all problem, labor to the farmer 
is most essential. 

For the past several years, this labor has been leaving the farms 
and going to the industrial areas on the North and the East. 

So many of the laborers in the South particularly are now sitting 
upon the porch drawing unemployment compensation checks and 
they are not in the cotton fields performing this labor that is so badly 
needed at this present moment. 

Now, let’s look for a moment at what that has meant to us; when 
World War II was under full sway, it was necessary to bring in 
German prisoners of war in order to harvest the crops in the midsouth 
area; they came in here in substantial numbers. Now at the time 
that the German prisoner of war labor was returned to their native 
home lands, it was necessary for Congress to enact legislation author- 
izing the negotiations of an international agreement with Mexico. 

This was passed in Congress, but it was only temporary; it was for 
only 1 year duration. At the time this 1 year had expired, a provision 
was written into an appropriation bill carrying funds for the Depart- 
ment of Labor and Federal Security Agency that gave authority to 
negotiate the agreement with Mexico. 

Under that agreement, this labor was made available in 1949 and 
in 1950. 

Now, Mexico canceled that agreement on June 30, 1951; so it was 
necessary that legislation be enacted by the present Congress. 

The | jonge-Ellender bill was introduced. 
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We had quite a fight in order to get relief for the mid-South cotton 
producer; several thousand dollars was owed by many planters and 
associations and farmer groups where the Mexican had skipped out 
and they didn’t know where he could be found. He was not appre- 
hended by the Government and the Government of the United States 
was not out one red penny. 

So the Senate of the United States enacted relief for the farmers on 
the skip bond where one Mexican had not been apprehended, and it 
came over in the House and we fought very hard over it there. 

All of these gentlemen here were in there pitching hard to get this 
job done because of the fact that it meant so much to so many farmers 
in this area, but when the roll was called, we failed to pass that bill in 
the House by 12 votes. 

Now that was in the last Congress; now the current Congress now, 
the first session, the Poage-Ellender bill comes up. There are two 
bones of contention in this piece of legislation; one of them was to get 
the wetbacks and the other one was the matter of the shortages that 
the farmers would have to meet in order to get this labor from the 
three centers down in Mexico, Hermisilo, Monterey, and Chihuahua. 
There is also Guadalajara; there are several of them down there. 

It takes about 150 miles to get them up to the border, for the farmers 
to pick them up. The farmers had been bringing them there for 
about $1.50 to $2 one way, for feeding them and paying their trans- 
portation charge to get them to the border. 

Now when the bill was introduced, the bill in the House provided a 
$10 fee, and the bill in the Senate provided a $20 fee, and it went to 
conference and came out with a $15 charge. I think that is excessive, 
but, on the other hand, it was argued that it would be necessary in 
1951 to go further into the interior of Mexico; so it is that they are 
digging those Mexicans out in greater numbers because in Arkansas 
alone, Homer Adkins testified before the Committee on Agriculture, 
subcommittee of Labor, that some 50,000 would be required this year 
for our State alone. 

Now I want to say that the cooperation has been splendid among 
the agencies of the Government in obtaining this labor this year in the 
mid-South, at least in Arkansas. These State agencies have made 
their certification, they have to go out and dig out this labor wherever 
they can find it; if they can get local labor, they cannot use Mexican 
National labor. 

As you know, Homer Adkins, of Arkansas, has done a splendid job 
in this respect. They are even preaching from the pulpits over there 
in the colored churches to let them know that the harvest season is on 
and the labor is required. 

So everything is done, and it was absolutely necessary to harvest 
the crop to bring this labor in. 

Now, Mr. Chairman, I wanted to make two recommendations to 
this committee. One recommendation I would make to this com- 
mittee would be that the farmer continue the belt-wide group and 
the organizations that meant so much to get the job accomplished in 
past vears. 

Everyone of these organizations have done a spendid service and 
kept this belt-wide group functioning and working. The main reason 
is that we folks up in Washington are pretty busy people and we are 
engaged in many tasks, not only domestic but world-wide problems; 
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and another thing, Congress has been in session 10 months in 1950, 
and in 1949 Congress lacked only 5 days of being in session for 10 
months. 

So we don’t have the opportunity to come home and visit with 
our people; so these organizations should continue the spendid service 
they have rendered. 

Now another recommendation I would like to make is that some 
assurance of the Government of the United States be made to the 
farmers that there will be an adequate supply of labor available in 
1952, that there will be an adequate supply of machinery and in- 
secticides and fertilizers, and most of all, that there will be a good 
price in 1952. 

That, as you know, ought to be given in advance of the planning 
of the 1952 crop. 

Senator SrENNis. You think that is the only thing that will assure it. 

Representative Garuines. That’s right; it couldn’t be done at this 
late hour now. Under the provisions of the law that is now on the 
statute books, it could not be done now. 

Now Mississippi has turned out some great men in the past. The 
State of Mississippi can boast of Jefferson Davis, of J. Q. C. Lamar, 
of John Sharp Williams, Pat Harrison, and Walthal, but I want to 
say to you that Mississippi is well represented in the Senate and the 
House of Representatives today, and they are carrying on like their 
distinguished forebears have in the past. 

1 want to say to you, Mr. Chairman, that were it not for your 
splendid services as chairman of this subcommittee on stockpile, | do 
not believe cotton would be selling for 35 cents today. 

Senator Srennis. Well, Mr. Gathings, we appreciate all of those 
remarks, but it has been a united effort and activity on the part of 
all of those that you list that have enabled to be done whatever has 
been done, and you certainly have been a big part of it, as always. 
We certainly appreciate it. 

We thank vou for your splendid assistance. 

(Witness excused.) 

Senator Stennis. We have with us Mr. Rufus Branch, a cotton 
grower from Joyner, Ark. We are very glad to have you here and 
you may proceed. Please remember they all want to hear you. 

Mr. Brancu. Thank you, Senator. 

I haven’t a prepared statement; I am pinch hitting for the president 
of the agricultural council of Arkansas, and as you announced there, 
[ am a cotton grower in Mississippi County, and [ would like to make 
a statement or two in addition to what has been listed there for me on 
the labor situation. 

1 would like to comment on the difference between this meeting 
we are having here today and one I attended here last February. 
The cotton trade of Memphis and the territory called a meeting in 
here trying to get the producers to help them do something on the 
ceiling situation at that time, to take it off. 

At the time, we were meeting here for an entirely different purpose. 
It just shows you how fast a situation can change as far as the price 
of cotton is concerned. 

At that time it was around $60 a bale more than it is now; the seed 
was worth about $50 a ton more than they are worth now at $40. 
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The question in my mind is to whether the farmers have been sold 
down the river on this deal because it seems to me that the Korean 
war has been used as an excuse to beat the price of cotton down, and 
that is a frank statement, and it may step on some of these gentle- 
men’s toes here, but I really believe at that time there was not any 
particular need of a cotton crop as large as we have grown at this 
time. Probably there was a need for the 16 million bale crop. 

At any rate, I think, in view of the World situation, it is a good idea 
to stock cotton. I subscribe to that idea and I think it will help the 
market some, and I certaimly believe that is about all that will help 
the market because I realize the law is such that the Secretary of 
Agriculture can do very little to increase the price of cotton now 
himself, under the law. 

As far as the labor situation is concerned, we are losing our best 
farm labor; we have been doing that since the beginning of World 
War Il. I live adjacent to one of the largest cotton plantations iv 
the country, the Lee Wilson plantation, and I drove through that 
plantation last spring, early in the spring, and out of 120 houses be- 
tween Wilson and LePanto, Ark., my son counted 61 empty houses. 

Well, that just shows you how many people have left the farms in 
this plantation area around here. One reason possibly for that, 
Senator, is that you can’t maintain a family on a farm as cheaply 
as in the old days. In the older days, you had plenty of wood, and 
the Negro population that we use in this area around here were not 
used to such a high standard of living that they have gotten into in 
the last 10 or 11 years. 

They are not satisfied to live on the farm anymore like they used 
to be. At one time, | had about 600 on my place and at the present 
time, I think I have about 250. 

I know people that Jast year attempted to make a crop on three or 
four hundred acres of land, and probably bad three or four tractor 
drivers, that is all they had. They acquired labor out of these small 
towns, and until you have farmed in Arkansas or Mississippi and have 
gone into town in the morning to get some labor, you don’t know what 
you are up against, because a man in there without any labor starts 
to bid, and his friends start to bid, and the first thing you know you are 
paying $10 for such labor, and that happened in Blytheville, Ark. 
I understand they are paying more than $4 a hundred for picking 
cotton in Clarksdale, Miss. 

All of these gentlemen that raise cotton know you can’t pay $6 a 
day for labor and $4 a hundred for picking cotton and not lose money. 

The question in my mind, after attempting to grow a large crop last 
year, is whether you can get the finances. I don’t know whether the 
banks would finance a farmer under conditions like they were this year. 
With a guaranteed price, I think they will go along, but not under 
present conditions. 

Representative ABERNETHY. You are testifying that in your area 
they pay $8 or $10 a day for hoeing bands? 

Mr. Brancu. Yes, sir; for 10 hours a day. 

Senator STENNIS. You would not complain about that if that cost 
was reflected in vour selling price? 

Mr. Brancn. No. 

Senator Stennis. That is far from the usual in this country, and 
it is far beyond what the present selling price of your cotton would 
justify you to pay. 
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Mr. Brancn. That’s right. 

Senator Stennis. But if the price of cotton was high enough, there 
is no objection to the payment of that, if you had a chance to get more 
for your product. 

Mr. Brancu. That’s right, but the farmers are told, ‘If you get the 
price of cotton too high, you are going to run into competition: with 
synthetic material, and you will be out of business.’’ We have heard 
that for 10 years. 

Senator Srennis. You are making a good statement, go ahead with 
any other point that you have. 

Mr. Brancu. I don’t know of any other statement; Congressman 
Gathings has just about covered the situation. 

We are using a lot of Mexicans, and somebody testified that our 
cost is about $50 apiece to get them in the field to pick cotton, you 
get them there and the next morning there may be one dozen or two 
dozen of them gone and you have no protection on them. 

This cotton business is a pretty rough business without any guaran- 
ty that we are going to get our ccst of production plus a reasonable 
return from our land. That is about all I have to say. 

Representative Waitren. Mr. Branch, I expect to develop this 
more fully when I have my chance here, but I noted your statement 
about what the Government was up to, and I think perhaps I should 
interrupt and impose on the committee by raising this now. 

Preceding thé drive in the United States for this 16-million-bale 
crop, there were various meetings in Washington, and they had this 
big cotton meeting and the cotton council and representatives of the 
Farm Bureau and various producers, and this, that, and the other 
organization interested in cotton. It was said that the Department 
wanted 16 million bales of cotton and we needed it. 

Now, looking back behind that, you have got this situation: The 
year before the Department of Agriculture was responsible for cutting 
your cotten acreage down to 21 million acres, and except for my two 
colleagues, Abernethy and Gathings, it would have probably been 
down to 18 or 19 million acres. They had caused that tremendous 
curtailment of cotton production and then they came along with the 
embargo and held our cotton in the country until the Mexicans could 
get theirs sold and kept us from exporting it, and they had caused 
that situation. 

They came along last spring and wanted 16 million bales of cotton, 
and in that meeting in Washington, before it started and later in 
Memphis, I told them, “You had better watch what you are doing, 
they are trying to drive the price down and it is not a case of the war 
effort needing it.’ 

I am afraid some of our friends have gotten a good price for the 
short crop last year and because of thatt hey were so enthusiastic 
about them taking the bridle off and letting us plant all we wanted, 
that they didn’t stop and think what was motivating the folks in 
talking about the 16 million bales. It looks like that was what they 
wanted, was to w hip your price down. 

That does not cure your present situation, but that has to do with 
what we should do when we are working with you folks trying to figure 
out where we are going from here because in the guise of war, I don’t 
want them to do something else. 

I might interrupt here to say that I think we can do something 
about it, but a big part of what we can do about it is in our planning 
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for next year, and I think the American cotton producer, and I was 
raised on a farm, I handled a little cotton myself; I think we can get 
along a whole lot better with a little less cotton due to the high cost 
and cutting down the competition between us for whatever labor and 
fertilizer is available. 

I think we can end up with a lot more profit in that way than we 
will from this way, but I do want to say that this was called to your 
attention last vear and it appeared in the Commercial Appeal. 

Let’s don’t get enthusiastic to get the bridle off and go to town and 
get this big price. Let’s don’t do it at the expense of ourselves. Let’s 
not do that thinking that we can grow a lot of cotton and get a good 
price for it when we sell it. 

We can hold it off the market and do other temporizing things that 
may help a little bit, but we have got to get the cotton that is pro- 
duced used, or it is going to slap us in the face somewhere along the 
line. 

Mr. Brancu. That is all I have. 

Senator STENNis. Thank you. If there are any people here that 
want to ask any of these witnesses a particular pointed question, 
they will have their chance to do so, and we are going to try to arrange 
that later in the afternoon, but for the time being, we can proc eed 
along and I am not putting any time limits on any witness, but 
please bear in mind that there are many witnesses to be heard, and 
confine your remarks to as little time as you reasonab}y can consistent 
with the point you want to make. 

Now we have here a subject, Unpredictable Risks Cotton Pro- 
duction. This is going to be covered by Mr. Crews Reynolds who 
is president of the Missouri Cotton Growers Association from Caruth- 
ersville, Mo. We are very glad to have you Mr. Reynolds. 

Mr. Reynoutps. Thank you, sir. 

I am 8. Crews Reynolds from Caruthersville, Mo. I am president 
of the Missouri Cotton Producers Association and am also a farmer 
and ginner. 

The growing of cotton perhaps involves more and greater risks 
than any other major farm crop. ‘This is true because of the many 
factors which enter into cotton production. Cotton is a large user 
of fertilizer, insecticides, and labor. From seedbed preparation 
through harvest, cotton is continuously subjected to effects of weather, 
plant disease and those humanly controlled factors such as labor, 
management, and capital. 

Weather is the most important factor and yet the most unpredict- 
able. This year is an excellent example of this in many sections. 
In Missouri, for example, we have a short crop because we had more 
than normal rainfall until April which delayed preparation of the 
ground for planting. Then May was a dry month and a great deal 
of cotton did not come up until the June rains came and then it rained 
so much the farmers could not get into the fields to cultivate the 
crop except at short intervals. This situation caused delay and con- 
fusion from which many have not yet recovered. 

Senator Stennis, you and several other Senators saw the results 
of excessive rains when you made the trip to Cape Girardeau this 
summer, and while we did not have overflow from levee breaks, we 
did lose about 20 percent of our crop from excessive rains. ‘The 
same condition that affected Missouri extended to some extent all 
through the central Cotton Belt. 
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Seed supplies are never guaranteed and can only be provided on a 
year-to-year basis. 

Fertilizer, vital to cotton production in much of the belt, is subject 
to raw material shortages, labor disruptions, and transportation. 
While fertilizer prices have not increased appreciably, supplies have 
in some cases been curtailed due to raw-material shortages. 

In recent years cotton insects have been a serious problem in prac- 
tically all sections of the Cotton Belt. So serious has the insect 
threat become that farmers dare not embark on a very extensive 
production program without the protection of insecticides and the 
necessary application equipment. Here again weather is most im- 
portant. This vear due to a favorable winter and summer, insect 
infestation has not been as severe as in some past vears but the pro- 
tection of insecticides and application equipment was necessary, 
nonetheless. 

Labor for many years has been a calculated risk in cotton produc- 
tion. Recently, however, this factor has been most unpredictable 
while remaining in the same degree of importance to the over-all 
program. Mechanization has made great strides in the past 10 
years, but manual labor is still a must during the cotton chopping 
and harvesting season. There are relatively few sections that can 
now produce their cotton crops with local labor, vet migrant labor is 
harder to obtain this year than ever before and at almost prohibitive 
costs. For instance, many sections pitched their crop on the belief 
that a workable labor agreement would be in operation by the harvest 
season. Some areas are finding this most difficult this fall, especially 
those attempting to use Mexican nationals. 

Defense-plant jobs have taken many workers out of the belt 
because of the high wages paid. Of course, this labor has to be 
replaced. No one thought we would have trouble getting Mexican 
nationals for picking after we had been promised all the help necessary 
to grow a 16-million-bale crop. But, no one could predict that the 
President’s Migratory Labor Commission would tell him that we did 
not need this labor. Needless to say, the membership of this com- 
mittee were not cotton growers. 

In Missouri this season some farmers paid as much as $11 per day 
and $15 on Sundays for chopping. Many of those farmers have $40 
to $50 per acre invested in chopping alone. Much of this, this year, 
can be attributed to the increased acreage called for. Farmers 
responded, then got a bad break from the weather resulting in the 
labor squeeze just related. The same thing will happen in harvest- 
ing. The lack of an adequate supply of labor will most likely result 
in a high picking cost. Farmers must protect their investment and 
increased picking rates will undoubtedly be one of the means under- 
taken this fall. Many farmers in our section will have $150 per acre 
invested in their cotton in 1951, not counting land rent ($50 hoeing, 
$50 picking, $50 other). 

Many of our farmers are going to be out of business from the bad 
breaks in the weather and high labor costs this year. 

Farm machinery is always a problem for cotton farmers. Special- 
ized cotton machinery is both scarce and high priced. Even though 
these two problems be solved, many sections are not adapted to the 
utilization of machines such as the cotton picker or stripper or other 
specialized tvpes of equipment. Steel allocations enter into the over- 
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for next year, and I think the American cotton producer, and I was 
raised on a farm, I handled a little cotton myself; I think we can get 
along a whole lot better with a little less cotton due to the high cost 
and cutting down the competition between us for whatever labor and 
fertilizer is available. 

I think we can end up with a lot more profit in that way than we 
will from this way, but I do want to say that this was called to your 
attention last vear and it appeared in the Commercial Appeal. 

Let’s don’t get enthusiastic to get the bridle off and go to town and 
get this big price. Let’s don’t do it at the expense of ourselves. Let’s 
not do that thinking that we can grow a lot of cotton and get a good 
price for it when we sell it. 

We can hold it off the market and do other temporizing things that 
may help a _— bit, but we have got to get the cotton that is pro- 
duced used, or it is going to slap us in the face somewhere along the 
line. 

Mr. Brancu. That is all I have. 

Senator Srpennis. Thank vou. If there are any people here that 
want to ask any of these witnesses a particular pointed question, 
they will have their chance to do so, and we are going to try to arrange 
that later in the afternoon, but for the time being, we can procee ed 
along and I am not putting any time limits on any witness, but 
please bear in mind that there are many witnesses to be heard, and 
confine your remarks to as little time as you reasonabby can consistent 
with the point you want to make. 

Now we have here a subject, Unpredictable Risks Cotton Pro- 
duction. This is going to be covered by Mr. Crews Reynolds who 
is president of the Missouri Cotton Growers Association from Caruth- 
ersville, Mo. We are very glad to have you Mr. Reynolds. 

Mr. Reynotps. Thank you, sir. 

I am S. Crews Reynolds from Caruthersville, Mo. 1 am president 
of the Missouri Cotton Producers Association and am also a farmer 
and ginner. 

The growing of cotton perhaps involves more and greater risks 
than any other major farm crop. ‘This is true because of the many 
factors which enter into cotton production. Cotton is a large user 
of fertilizer, insecticides, and labor. From seedbed preparation 
through harvest, cotton is continuously subjected to effects of weather, 
plant disease and those humanly controlled factors such as labor, 
management, and capital. 

Weather is the most important factor and yet the most unpredict- 
able. This year is an excellent example of this in many sections. 
In Missouri, for example, we have a short crop because we had more 
than normal rainfall until April which delayed preparation of the 
ground for planting. Then May was a dry month and a great deal 
of cotton did not come up until the June rains came and then it rained 
so much the farmers could not get into the fields to cultivate the 
crop except at short intervals. This situation caused delay and con- 
fusion from which many have not yet recovered. 

Senator Stennis, you and several other Senators saw the results 
of excessive rains when you made the trip to Cape Girardeau this 
summer, and while we did not have overflow from levee breaks, we 
did lose about 20 percent of our crop from excessive rains. The 
same condition that affected Missouri extended to some extent all 
through the central Cotton Belt. 
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Seed supplies are never guaranteed and can only be provided on a 
year-to-year basis. 

Fertilizer, vital to cotton production in much of the belt, is subject 
to raw material shortages, labor disruptions, and transportation. 
While fertilizer prices have not increased appreciably, supplies have 
in some cases been curtailed due to raw-material shortages. 

In recent years cotton insects have been a serious problem in prac- 
tically all sections of the Cotton Belt. So serious has the insect 
threat become that farmers dare not embark on a very extensive 
production program without the protection of insecticides and the 
necessary application equipment. Here again weather is most im- 
portant. This vear due to a favorable winter and summer, insect 
infestation has not been as severe as in some past years but the pro- 
tection of insecticides and application equipment was necessary, 
nonetheless. 

Labor for many vears has been a calculated risk in cotton produc- 
tion. Recently, however, this factor has been most unpredictable 
while remaining in the same degree of importance to the over-all 
program. Mechanization has made great strides in the past 10 
years, but manual labor is still a must during the cotton chopping 
and harvesting season. There are relatively few sections that can 
now produce their cotton crops with local labor, yet migrant iaber is 
harder to obtain this year than ever before and at almost prohibitive 
costs. For instance, many sections pitched their crop on the belief 
that a workable labor agreement would be in operation by the harvest 
season. Some areas are finding this most difficult this fall, especially 
those attempting to use Mexican nationals. 

Defense-plant jobs have taken many workers out of the belt 
because of the high wages paid. Of course, this labor has to be 
replaced. No one thought we would have trouble getting Mexican 
nationals for picking after we had been promised all the help necessary 
to grow a 16-million-bale crop. But, no one could predict that the 
President’s Migratory Labor Commission would tell him that we did 
not need this labor. Needless to say, the membership of this com- 
mittee were not cotton growers. 

In Missouri this season some farmers paid as much as $11 per day 
and $15 on Sundays for chopping. Many of those farmers have $40 
to $50 per acre invested in chopping alone. Much of this, this year 
can be attributed to the increased acreage called for. Farmers 
responded, then got a bad break from the weather resulting in the 
labor squeeze just related. The same thing will happen in harvest- 
ing. The lack of an adequate supply of labor will most likely result 
in a high picking cost. Farmers must protect their investment and 
increased picking rates will undoubtedly be one of the means under- 
taken this fall. Many farmers in our section will have $150 per acre 
invested in their cotton in 1951, not counting land rent ($50 hoeing, 
$50 picking, $50 other). 

Many of our farmers are going to be out of business from the bad 
breaks in the weather and high labor costs this vear. 

‘arm machinery is always a problem for cotton farmers. Special- 
ized cotton machinery is both scarce and high priced. Even though 
these two problems be solved, many sections are not adapted to the 
utilization of machines such as the cotton picker or stripper or other 
specialized types of equipment. Steel allocations enter into the over- 
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all farm machinery supply situation and naturally this must be far in 
advance of the farmers needs. Adaptable cotton harvesting ma- 
chinery is a vital need for continued volume cotton production. In 
connection with harvesting cotton with machinery, defoliation is 
practically a must if quality cotton is to be expected. Here again is 
involved additional cost and the hazards of supply and application 
equipment. 

Cotton diseases have become so prevalent that farmers nowadays 
must guard against these by seed treatment, and in some cases the 
application of soil sterilants. These add additional costs and still 
provide no absolute insurance against new disease outbreaks. 

All of these things, gentlemen, are related only to show the risks 
involved for the average cotton farmer in cotton production. Farmers 
are willing to undertake these risks and face increased costs so long as 
they can “be assured of adequate supplies and a measure of price 
protec tion afforded other types of business. 

Senator Stennis. Well, we certainly thank you, sir, for a very good 
statement. 

(Witness excused.) 

Senator Stennis. All right; we will proceed right along. We have 
here, a discussion on problems of small growers with large increases in 
cotton production. I come from an area in Mississippi where we have 

a great number of those small growers, and to some of you a crop means 
a good bank account but to make a crop means the necessities of life 
to some of these people, and the lack of that means the lack of those 
necessities; I am very glad that someone is going to speak from the 
viewpoint of that small grower. 

Mr. Flake Shaw, who is president of the North Carolina Farm 
Bureau Federation, of Greensboro, N. C., is going to be heard on that 
subject. 

Mr. SHaw. Mr. Chairman and gentlemen of the committee, my 
name is R. Flake Shaw, and I am executive vice president of the 
North Carolina Farm Bureau living just outside Greensboro. 

Mr. Chairman, I would like on behalf of Congressman Cooley to 
express his regret; he asked me to do that when I talked to him about 
this matter. He wanted to be remembered to you boys and he 
wanted me to tell you that he was very much interested in this. 

Senator Stennis. Yes, I bring the same message from Representa- 
tive Cooley and he is very glad indeed that these gentlemen from the 
House could be here today. 

Mr. Suaw. That is true, and I regret that he could not be here 
himself, and had it not been for a previous engagement, he would have. 

Mr. Chairman, and gentlemen of the committee, I will try to be 
just as brief as 1 can. We boys in the small end of the cotton produc- 
tion are in quite a predicament when it comes to dealing with the 
cotton situation. We are the tail of the dog and I would like to estab- 
lish this as one of the guideposts in all of the statements I make on 
farm problems based on 17 years experience, and that is this: Every 
time a farmer solves one problem he creates one if not two new ones. 

I want you to think about that, all of you folks that work on 
agricultural problems, as we appr oach the future on this deal. 

We in our State have a good crop of cotton this year, and we did 
all we could; we went out and asked the farmers to produce it at any 
cost, and we got the best crop we have probably produced in a long 
time. 
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Now of course with the small growers, you don’t have the incentive 
as you do in some areas of the country for expansion. They can only 
go so far. 

It means the difference of course between having an income and 
not having it to many, many of our farmers. 

We have sections in our State that have just as much cotton as any 
part of the Delta; that is all they grow, and you know, you boys who 
are familiar with North Carolina, that cotton economy is close to the 
heart of many of our farm people and we are very definitely interested. 

There are, of course, certam minimum limits in the law that the 
small grower has, but I should say that so far as the production of 
cotton in 1952, unless there is something done about price, there 
wouldn’t be as much produced in North Carolina as this year. 

That is definitely true, regardless of the need of the crop, and we 
do need it because on a bare income family basis, we are right next 
to the bottom in the Nation. Our farmers need the income, but 
they just cannot produce cotton at the present price and have enough 
money left to pay them to produce it. They had better raise some- 
thing to eat. 

Senator Stennis. That is the small-family type of farmer? 

Mr. Suaw. That’s right. 

Senator Stennis. It costs him so much cash money that he can’t 
grow a crop. 

Mr. Suaw. That’s right, and his acres are so limited and other 
things that he can’t stay in there and survive, and you will find it to 
be true. If he has to sell it at the present market price, it will show 
up. in next year’s production without a doubt. 

That may not be of too much concern to the Nation as a whole 
from the standpoint of getting production, but I think it does carry 
with it this very important principle involved in this cotton deal all 
the way through, that I think should be recognized, and that has as 
much to do with the small growers as with the large growers; if we 
expect to keep faith with farm people and expect to be consistent, 
and we say it is as important as steel, or second to steel, and we have 
steel go up 10 percent, nobody said anything about the price; the 
farmers haven't asked for cost plus on anything. 

They take it on faith, and they expect at least decent treatment in 
what they do, and I say to this committee frankly, as a representa- 
tive of the small producing area of the country, that our farmers don’t 
like it a bit. They just don’t like it. They feel like they are being 
sold down the river on this cotton deal. 

Now we needed 16 million bales of cotton; we got a little more than 
what they said we needed. The price then was 45 cents and now it is 
35 cents or less, and they just don’t think it is businesslike to play 
around with anything as important as the national farm program 
that way. 

I know there a limitations as to what can be done at this time, 
but on January 9, 1951, the cotton committee of the American Farm 
Bureau spent quite some time working on this potential cotton pro- 
gram for this year. We recognized at that time the liabilities and 
the limitations in the program; we said that we thought that one of 
the fundamental factors would be stockpiling, and I had understood 
that if cotton went into the stockpile it was out of the way of the 
market so far as that particular cotton was concerned. 
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Well for the future of the cotton industry, it might not help too 
much, for the immediate effect on the price it would do some good, and 
I think we would still like to see it stockpiled. It couldn’t come out, 
it would have to stay there until it was used, as you pointed out, for 
some special purpose. 

That would bring some relief and it would at least show good faith 
on the part of the Government to help the farmer in this tragic time. 

I believe it would be very, very much appreciated on the part of the 
farmer if every effort was made. 

A lot of them will put it in the loan, some of them will sell it. We 
are using an all-out effort to get them to use the loan. 

I don’t think, Mr. Chairman, it is worth while for me to go over a 
lot of things that have been said. 

I live right in the heart of the great cotton industrial productive 
area of our State and | am pretty familiar with most of the people and 
know quite well many of the leading industrialists in North Carolina, 
and as I understand from these boys, most of their orders are placed 
on the basis of a better price for cotton than we are getting for it at 
this time, and I don’t know of anybody that is going to benefit if this 
cotton is bought too cheap. 

The farmer is going to take the rap. 

Representative ABERNETHY. Mr. Chairman, may I ask a question. 
Is it your opinion that the supply of cotton now is just about in balance 
with a reasonable supply and demand? 

Mr. SHaw. Absolutely, it is a little less than that. 

Representative AnerNetHy. That makes my point a little better, 
saying that it is a little less than that. 

Tf that is true, then why is cotton so cheap today? 

Mr. Saw. Because of the unfavorable position the farmer is in 
at this time. 

Representative ABERNETHY. What is that unfavorable position? 

Mr. Suaw. Well, he happens to have, at the current time in his 
marketing program, a little more cotton that the trade is willing to 
absorb, and his price supports are so low, as they reflect the current 
values of the thing, that he is not just protected, and he is a victim 
of circumstances over which he has no contol. 

Representative AnERNETHY. Then your answer to it is stated in 
two ways, one is, you just said you feel a stockpile will help the situa- 
tion. 

Mr. SHaw. That’s right. 

Representative ABeRNeTHY. And the other is that the loan will help 
the situation? 

Mr. SuHaw. That’s right. 

Representative AnerNeray. I think Mr. Hardin, of Arkansas, 
with all due deference to everyone of you gentlemen, made the finest 
point made here today, that the biggest stockpile can be built up by 
the farmers themselves. 

Mr. Suaw. That’s true. 

Representative ABERNETHY. By using the loan. 

Mr. SHaw. Yes. 


Representative AnERNETHY. They can build up 2-, 4-, 6-, 8-, or 


10-million-bale stockpile where we have been advocated 2 million by 
the Government. Don’t you think he made a good point on that? 
Mr. Suaw. Absolutely, I think you are right. 
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Representative AnERNETHY. To what degree are you farmers 
endeavoring to help your own crop by that loan? 

Mr. Suaw. They are using it. 

Representative ABERNETHY. They are? 

Mr. Suaw. They are using the loan substantially at a number of 
places; there are places where you have got very small growers that 
are selling cotton that very day if they can get 1 cent more. 

Representative AneRNETHY. Of course, there are some people that 
can’t do it; they need the money 

Mr. Suaw. They just don’t do it; it is just one of those things, you 
have got to have a little higher level to get the loan used than you 
would in many other areas where you have the small producers. 

Senator SrenNnis. Well, these small producers are going to have to 
put their cotton on the loan. 

Mr. Suaw. They are going to have to put it in the loan or on the 
market, one of the two. 

Senator STENNis. Are you through? 

Mr. Suaw. Yes. 

Representative Garaines. You brought out a good point when vou 
said the support point is so ‘low on this cotton; don’t you think you 
would be willing to start a movement to change it, to make it from 
1%. Middling cotton to % Middling cotton? 

Mr. SuHaw. Well, I would rather the cotton boys would qualify on 
that than the fellow that lives in the cotton area. That suits me. 

Representative Garnines. To change the support would give the 
farmer almost 14 cent more support. 

Mr. Suaw. I am certain it would suit the farmers in our section. 

Senator Srennis. Didn’t you help boost up the sentiment to make 
this large crop? 

Mr. Suaw. Absolutely; I made that statement in the beginning. 

Senator STENNIS. When this comes around next March, what is 
going to be your position when the Government calls on the boys to 
produce a big crop? 

Mr. SHaw. I am going to be in the position Mr. Wingate says he 
will be. If the Government needs it, I will have to back the Govern- 
ment up, but you will have to take your chances. 

Representative ABERNETHY. Mr. Whittten and I didn’t advocate it 
last year. 

Mr. Suaw. I didn’t either. 

Senator Stennis. Do you think you can get the crop in 1952 that 
you got in 1951? 

Mr. Suaw. No, sir, unless there is something done by the Govern- 
ment because of the fact that everybody was almost assured of the 
fact they didn’t need to consider anything less than 40-cent cotton in 
this crop; they didn’t talk about anything else, and they were sure 
they were going to get it. 

Representative Wuirren. You speak of “‘they.’”’ Now, so far as I 
know, the farm organizations knew what the support price was, agri- 
culture knew what it was, the Cotton Council knew what it was; 
where did this 45 cents get started, just from the gene ral feeling that it 
would be that high; I think 40 cents is low enough, I think the farmer 
should have 40 cents, but I knew what the law was and the other 
organizations know what the law was; where did that originate, just a 
general feeling? 
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Mr. Suaw. Well, I think it largely came from general feeling; if 
you had a need for the cotton then you had a market at that time. 

Senator Stennis. Didn’t they also feel that if a ceiling was put on 
and if they had to hold it that there must be a demand and it was 
going to stay there? 

Mr. Suaw. Yes, and the old cotton committee and everybody 
was assured that cotton would be worth 40 cents a pound now. 

Representative Wurrren. I think it is worth it now. 

Mr. Suaw. Absolutely. 

Senator Stennis. I have brought out that the Secretary of Agri- 
culture testified that he thought 40 cents a pound was a reasonable 
price and that entered into the sentiment, too, didn’t it? 

Mr. SuHaw. Yes; I don’t think they would want to accept it for 
any less than 40 cents a pound on today’s market. 

Senator Stennis. We thank you very much for your testimony. 

(Witness excused.) 

Senator Srennis. There may be some indication of the extent of 
our hearing; as far as I am concerned, I plan to keep on plowing on 
here except for a few minutes for lunch, and we will go right on through 
unless there is a suggestion to the contrary. 

The next discussion is “Dollar Returns to Growers With Big and 
Little Crops,’ by Mr. J. F. McLaurin, who is a cotton grower, from 
Bennettsville, S. C. 

Mr. McLaurin. Mr. Chairman and gentlemen, my name is J. F. 
McLaurin, of Bennettsville, S. C. I am a member of the Beltwide 
Cotton Committee, vice president of the National Cotton Ginners 
Association, and am classified as a farmer and ginner. 

Cotton farmers are often accused of being a selfish group. This 
charge on an individual basis probably has some foundation. This 
necessarily must be true if we farmers are to look after our own interest 
and stay afloat on the troublesome seas of modern times. However, 
with the performance of southern farmers during any emergency on 
record, I believe the group interest selfish claim could be refuted. 
No group, contributing to the welfare of this Nation, could claim more 
credit, if credit were claimed, than American farmers, and certainly 
the Cotton Belt group could not justifiably be excluded. 

This year we were asked to produce 16 million bales of cotton. 
There was need for that much cotton and a profitable undertaking 
was in prospect. It appeared to be profitable because cotton was 40 
cents and above when appeals for the crop was being made. Farmers 
were not too easily convinced that a large crop would be to their 
credit, and here we must consider some of the selfishness with which 
he is accused. 

He knew that farm labor would be scarce, and three to four times 
the rate he paid such labor during the emergency at the beginning of 
the last war. He knew that farm tractors and other farm machinery 
had more than doubled during this interim and that other costs had 
advanced accordingly, but still he responded to the call. 

The farmer was not promised 40 cents, nor any fixed price, but 
evidence was very strong to the effect that at least 16,000,000 bales 
were needed and could not possibly affect the market price during the 
crop year. The price paid for the 10-million-bale crop of 1950 was 
proof enough that cotton was needed—with such a crop in 1950 and 
the price it demanded, many farm leaders felt that a crop of 12 to 14 
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million bales would have resulted without any Government inter- 
vention. There is little doubt but what such a crop would have 
brought maximum prices under the ceiling price order. 

Just for comparison, let us look at what “might have been,” and 
‘“‘what is,’’ to get a better view of the selfishness of which we are often 
accused. Just for a case, let’s assume that the crop this year, 1951, 
would have been 13,000,000 bales; 13,000,000 bales at the ceiling 
price would have brought $2,973, 750, 000; 17.3 million bales at 33 
cents, and based on present prices and past records of grade and 
staple, 33 cents would be an average price, will bring $2,8: 54, 500,000. 
Using these assumptions of 13,000,000 bales at 45 cents, and 17,000,000 
bales at 33 cents, the shorter crop would bring $119,250,000 more 
dollars than the larger crop. Not only would there be this difference 
in lint value, but consider other farmer advantages of a short crop. 

The short crop would mean 10 million acres less cotton to put in 
other production at $5 per acre saving for cultivation. Add the sav- 
ings for insecticides (three times at $2.50), picking (5M at $50 per 
bale), ginning (5M at $8), and you have a total saving on 10 million 
acres of $415,750,000. This amount when added to the lint advantage 
adds up to $535,000,000 in favor of a short crop. This does not 
include land rent, or the difference in the value of seed, and don’t 
forget that seed brought $100 or better last year against $65 so far 
this year. There is also the advantage of other uses of the excess 
that would result in additional farm income. 

Now, gentlemen, these figures, although assumed, are certainy 
within the realm of reason and certainly big crops in the future are 
going to be difficult to sell the farmer unless some assurance of price 
protection can be given. 

To bring this situation nearer reality in our thinking, I would like 
to leave this thought with you: 

Can any of you gentlemen imagine the automobile, steel, farm 
machinery, or coal industry increasing production by 60 percent in 
order to sell their product at, or near cost, and 25 percent below the 
price advantage held at the time of such action. Farmers have done 
just that—not of their own volition, but at the urgent request of the 
Government itself. 

All of you know this could never happen in industry except at 
Government expense. Yet the farming industry appears to be 
expected to do this job, and so far it also appears that it is expected 
to finance the entire deal. If some means of remedying the present 
dilemma is not developed quickly, farmers as a group will be much 
slower to pitch a large crop this next, or any other season, and I assure 
you that those of us in leadership positions will be even slower to ad- 
vocate the action. 

I would like to just add one other thought on Representative 
Abernethy’s question to Mr. Wingate. I would like to tell this group 
what is happening in the Carolinas; in South Carolina in 1941 we had 
a little over 1 million acres in cotton and this vear there was 1,640,000. 

In the Piedmont section of our State in 1941 they planted 42 per- 
cent of this in cotton and this year they only have 28 percent. It is 
being highly industrialized and the plants have come in and it is 
going to be less and less and less, and I can’t believe, as I believe Mr. 
Harry Baker will tell you later, that you are going to be able to 
expand cotton there in view of what is happening in our section and 
in the whole Southeast. 
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It takes milk and fruit and produce to feed these people in the 
industrial plants, and a great amount of our acreage is going into 
pasture because with ample rainfall we can feed at least two cows to 
an acre. 

In my county there was not a gallon of milk sold out of the county, 
and now we are running trucks with thousands of gallons of miik 
going to Camp Lejeune and Charleston and all of those places that 
I never thought 1 would see because we were born and bred there. 

Senator STennis. You have given some figures there that are 
quite helpful to the problem I had in mind; did vou compile those 
figures or were they compiled under your direction? 

Mr. McLaurin. They were compiled in South Carolina. 

Senator Srennts. I understand; it takes quite a bit of work 
put that together. That is a very fine contribution. 

(Witness excused.) 

Senator SrTeNNis. Gentlemen, we have one other gentleman I am 
going to call on before we recess and around 12:15 we will recess for 1 
hour; that will bring us back about 1:15. We are very glad to have 
Mr. William M. Garrard, Sr., of Greenwood, Miss. 

Mr. Garrarp. Well, gentlemen, as I understand it, we wouldn’t 
have to meet if the price of cotton hadn’t declined. By inference, 
unquestionably, the farmer had a right, I think, to suppose and 
anticipate 40 cents for his cotton. 

They didn’t promise him that; he was never promised 40 cents, 
but, by inference, he certainly had a right to expect 40 cents. Now 
the question here, Senator, as | understand it, is the stockpile question? 

Senator Srennis. Well, it is general military needs. 

Mr. Garrarpb. Stockpile for military need. I think there is one 
reason for stockpiling cotton this year that has not existed for 10 
years, and really exists, and that is the quality of this crop. 

We have grown a crop this vear that is superior to any crop we 
have grown in quite a number of years. 

The armed services when the ‘vy use cotton have a set specification 
for any goods or yarn that ismade. Now, last year the crop through- 
out the “Memphis territory was definitely deficient in quality; if we 
were talking about stockpiling cotton for the Army for last year, I 
would have said it was a mistake because the quality was not there. 

Our average breaking strength of cotton last vear for the Memphis 
territory was about 73,000 pounds per square inch; this year our 
breaking strength is one of the highest on record. On 48 tests we 
have made through the entire Delta, it has averaged 45.458, which is 
extremely high, and will make that class of yarns that is required by 
the Government, on any specification that is required where Memphis 
territory cotton is used. 

If vou are going to stockpile cotton, we certainly want to stockpile 
something for the armed services that has quality, and we can do 
that with this crop, and that will apply in the same way to California 
on the west coast. 

Our breaking point as high as it is is not as high as California’s. 
It never is. I have heard of California cotton with a breaking point 
of 100 pounds per square inch, which is remarkable, and our cotton 
is not interchangeable with theirs in every instance, and neither is 
theirs in all cases, but we do have a crop from the Carolinas cleat 
through to California that is superior to normal cotton produced 
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throughout the Belt, and if cotton is to be stockpiled for the Armed 
Forces, this is the crop from which it should be stockpiled. 

Personally, I think here is your picture: We did not agree with 
the Department or the National Cotton Council on the 16-million- 
bale production. 

We thought it was too high and stated so on numerous occasions. 
I went on record as being opposed to it; we thought it was a mistake 
to grow 16 million bales. Everybody was participating any they 
came out and grew, as you know, not only 16 million bales but 17% 
million bales. I agree thoroughly with Mr. C. C. Smith on his 
statement. 

Last year ECA furnished a great deal of money and this vear they 
are going to furnish a great deal less. Here is an illustration to ae 
has occurred with reference to foreign countries. Some two and 
half years ago, the British came into possession of a substantial eae 
tity of cotton; they had been allocated this money by the British 
treasury and the British economy has deteriorated. They were so 
concerned for fear that the treasury would take that money back 
that they put in a conversion contract to get the cotton contracted 
for for that money so that they couldn’t have the money withdrawn 
later. 

They have used their money and, if Britain gets any more cotton, 
they are going to have to get it through ECA or the Export-Import 
Bank alone. Either of those sources. will supply money; I don’t 
think you can get it out of the ECA; the Export-Import Bank prob- 
ably will lend it. 

If Senator Easton’s policy of a revolving fund is put in, that will 
supply money, but unless you gel the money so that these foreign 
people can pay for the cotton, they are not going to take 5% million 
bales. I think they will do that. Even if they get the money, you 
are going to have to furnish them with the money to do it, as far as 
5'4 million bales is concerned. 

Talking about domestic production, 10% million bales, I think that 
is perfectly ridiculous. We only consumed in America 10.6, which is 
remarkably extraordinary, and I have had a number of millmen tell 
me that domestic production would be as much as 10, and I had one 
of the best tell me the other day he didn’t think it would be over 9, 
and that would be 15 million, and you have a 2!-million-bale surplus. 

If that surplus can be siphoned off for stockpile purposes, it will 
relieve the situation as far as this vear is concerned. 

I want to compliment Congressman Whitten for what he said to 
this meeting and I hope he will extend his remarks after lunch be- 
cause I do think we are going to have to use some common sense in 
production or we can’t get this 40 or 45 cents everybody is talking 
about today. 

We have got the situation facing us and out cotton economy, and 
we are going to have to use common sense; our costs have gone up 
considerably, and unless we can get the price up commensurate with 
the cost, we are out of luck. 

As far as stockpiling is concerned, let’s stockpile 2 or 3 million 
bales and it can be regulated as we go along and we can get it off of 
the market for this vear. 

I believe sincerely that if you take 244 or 3 million bales surplus 
off of this market and stockpile it, you will ther. be protected, and when 
vou do that your price will reflect the actual value of the commodity. 
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That is what I sincerely believe; this 2% million bales, the only 
trouble is that it will be taken off so late that the farmer won’t get 
it and the merchant will get the best part of it, but if you can get it 
off of the market, get the 2 million bales off of the market and put 
your production and consumption in balance, then I think the price 
will reflect the true value of the cotton, and that is what I think we 
want, and I think the true value of the cotton under the circumstances 
probably would be 40 cents a pound. 

That is about all I have to say. 

Senator Stennis. That is a very fine statement, indeed, sir. 

Representative Smirxa. Mr. Garrard, through your organization, you 
perhaps deal with the individual production problems of a larger 
amount of cotton acreage than perhaps any other group of individuals 
represented here today. Do you think in view of the present situation, 
if no relief is offered in the way of a better price or a better outlook 
for the farmer in 1952, that you could justify financing the farmers to 
increase their production or hold their level for next year? 

Mr. Garrarpb. No, we could not; I doubt very seriously if he would 
hold his present production because that is based on the average yield 
plus the price he will expect; he will get what the market reflects. 

Senator Stennis. If there is such a change in our war situation 
that we came into a full-scale war, and the demands for cotton do 
increase, for example, there would have to be some change in the 
outlook for the farmer to get the necessary production? 

Mr. GarrarpD. There is no doubt about that because some of these 
farmers are in a desperate position; some have made a good crop, 
but those that have made a poor crop are in desperate position. One 
man came in and wanted us to take the hedges out, he wanted the 
hedges taken out because he was only going to make 10 bales of 
cotton, and everybody thinking about it wonders if that might happen 
to him next year, and it might. 

Representative Wuarrren. Mr. Garrett, I thank you for your com- 
ment, I always feel confident when you and your organization feel 
complimented by my view, but here is something I can’t pass up at 
this time, pointing out again. Your statement there about the 
surplus causing the trouble; for many years, I have sat on the Appro- 
priations Committee which handles the Commodity Credit Corpora- 
tion activities in all fields, and they can point out example after 
example where by taking off a market surplus, the market has balanced 
off and the Government ends up without being out any money in the 
various price-support programs. 

In other words, your surplus tends to be the selling price of your 
own crop. 

Mr. Garrarb. That’s right. 

Representative Wurrren. The surplus sells away down because 
nobody wants it, but it pulls all the rest of it down. 

Mr. Garrarp. That’s right. 

Representative Wuirren. And quite frankly, and I say this to 
my good friend and colleague, Senator Stennis, it is pretty hard to 
figure out how you can stockpile something on the ground that it is 
scarce and critical when the real facts are that there is so much piled 
up that we can’t sell it at a reasonable price, but there is a sound 
basis for stockpiling, and that is this, when we want more copper we 
go out and buy it at a firm price; if the Government wants more 
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production of tin cans they go out and contract for it; if they want 
more of this, that, and the other, they go out and contract for it; if 
they want more cotton—and the reason I asked about 40 cents a while 
ago was because I know nobody told them they were going to get 40 
cents but they lead them to believe it, but they didn’t promise it. 
They asked the farmer to meet this need by growing more cotton than 
we could possibly use unless an emergency happened. 

They don’t do it for anything else in Government and I think now 
is the time to plan next year’s crop, and let us plan this crop on the 
basis of what we can see will be used, and if the Government needs 
some more for these other purposes, do it through the stockpile. That 
is the way vou do everything else. 

Mr. GarrarpD. I agree with you about that. I don’t think anybody 
realizes the inherent value of the spinning value of this crop. If they 
ever need anything from this stockpile, let’s have it, because it is 
really good. I would rather have it that way. 

Representative W HITTEN, I agree with you, but if you make your 
plans for the next year’s crop right then, it will be necessary that the 
Government will want it. 

Senator Srennis. The time to stockpile is when you have a surplus 
to stockpile. 

Mr. Garrarpb. That’s right; there is no need for it because the price 
is where the farmer doesn’t care, but I want to impress upon you and 
everybody here that we haven’t had a crop since 1930 that had the 
breaking strength, the right sporarity, the right fullness to it, and the 
uniformity that we have got in this crop; and if there is ever a crop 
that should be stockpiled it is right here. 

Representative ABERNETHY. | have one question I would like to 
ask Mr. Garrard; Mr. Garrard, what is your opinion about the value 
of this loan as related to price or improvement of price? 

Mr. Garrerr. Oh, I think the loan unquestionably has a place in 
the picture; I don’t think there is any doubt about it. 

Representative ABERNETHY. Does it have an effective place? 

Mr. Garrarp. If it is used, ves. It has an effect right now; these 
people put their cotton in the loan right now. It bas an effect on 
them; I don’t think there is any doubt but what the loan has a place. 

Representative ABERNETHY. Doesn’t it have the other advantage 
that the farmer himself still has control of it when the cotton could 
be marketed? However, if it is stockpiled, there is no guaranty that 
the Government couldn't put it on us at anytime. 

Mr. Garrarp. That’s right, but we are only going to stockpile that 
part of it that is surplus, and not the working stock. 

Representative Anernetuy. I had a talk with Mr. Cooley, my 
chairman, who wanted to be here, and he expressed this opinion about 
stockpiles; he said a stockpile is all right if it is really stockpiled and 
put under lock and key and definitely kept there, and the people on 
the market convinced that it is going to be kept off the market until it 
is needed for an emergency. 

Now the question arises, can we get that kind of assurance? 

Mr. GarrarD. That is what I understand we could get, that the 
Congress could get that kind of assurance. 

Representative AberNetHY. The law doesn’t say for how long it 
should be stockpiled. That is up to the Administrator to determine. 
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Mr. Garrarp. That’s right, but when it is not available, they 
would have to turn to the stockpile for Armed Forces requirements 
if it could not be secured elsewhere. 

Mr. Wineate. May I ask Mr. Abernethy a question; isn’t it true 
that the law provides for stockpiling this cotton, if and when you 
stockpile it; when it goes into the stockpile it can only come out at 
the ceiling price; no one can authorize it to be sold. 

Representative ABERNETHY. Yes, that’s right, and I think the 
Defense Production Act gives the President authority to stockpile, 
not necessarily for an emergency, but in order to stabilize the economy. 

Mr. Winearte. That’s right, but my point was this, they see the 
danger when it might be thrown on the market. I think that has 
been taken care of in the fact that the law is so fixed that it can 
only be sold at the ceiling price. 

Senator SrTenNis. At 1.05 percent, I think, of the prevailing price 
at the time of the sale, but I am not sure because I haven’t read that 
lately. 

Mr. Wincarte. That is the regular loan price but most——— 

Senator Srennis. We can look that up for you. Now, Mr. Gar- 
rard, you answered Mr. Smith’s question with reference to finances 
and you confined your answer to your institution, but doesn’t the 
same situation prevail as to the bankers? 

Mr. Garrarp. | think it would apply as to any other association, 
I think that is sound. 

Senator Stennis. The criticism in Washington is that after all the 
stockpile would be a little drag on the cotton market, and they would 
know the cotton was there, and so forth. Do you care to make 
further comments on that; you have covered it very briefly, but please 
elaborate on that. 

Mr. Garrarp. Yes; if it is stockpiled; under the terms of the 
stockpile, whether it is as you understand it or as the Senator under- 
stands it, I think the trade would assume that regardless it was off 
of the market so far as this year is concerned. It would have a very 
definite effect on price so far as this year is concerned. When you 
put this in the market, it is subject to the whim and judgment of 
every man and they try to tighten it up, and that is the tightest we 
can figure it up, by tying it up to the Government services. 

Senator Stennis. You mean that the Government would take 
title to it and it would be off the market, and the trade would know 
that it would not be used unless by war or related emergency? 

Mr. Garrarp. That’s right. 

Senator Stennis. Thank you. 

(Witness excused.) 

Senator SteNNIs. We will come back at 1:20. 

(Luncheon recess. ) 


AFTERNOON SESSION 


Senator Srennis. Due to the splendid cooperation of everyone 
this morning, I think we were very fortunate in being able to utilize 
the time very well, but at the same time there is such a large number 
here that are to be heard, that we are going to have to move along a 
little faster, and without putting any number of limits as a limitation 
on anyone, please strongly bear in mind we are running on a very 
tight schedule, and don’t omit any of your thoughts, but condense it 
in your words as much as possible, please. 
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Now we are going to deviate with Mr. Stevens’ permission here, 
Mr. W. O. Fortenberry is here from Lubbock, Tex., and we are 
going to take him out of order because he has to leave on the plane 
right away. His testimony will be very brief. 

Mr. Forrenserry. My name is W. O. Fortenberry; my address is 
New Deal, Tex., Lubbock County. 

I am president of the National Cotton Ginners Association, also, 
president of the Texas Cotton Ginners Association. I am a farmer 
in my own right. I am a member of the Lubbock County Farm 
Bureau Federation. 

Now, Mr. Chairman and gentlemen of the committee, I want to 
apologize for taking the time of the committee and the others who 
will testify here later, but since I was invited and since there was one 
or two things I would like to inject into this meeting with your per- 
mission that might be overlooked, I would like to review for one 
moment incidents of the past 2 or 3 years; some of them have already 
been brought out. 

The fact that we had low production in 1950, and the causes for 
that have been brought out; we found ourselves in short supply of 
cotton. 

In this connection, in my remarks, I wish to impress upon you that 
the American cotton farmer has contributed an unusual amount to the 
national economy and to the cause of holding down this program or 
this trend toward inflation. 

We have had quite a’ program on trying to control and prevent an 
excessive inflation period during this very strenous period of war or 
peace or preparedness, whichever you want to call it. Now before 
things got to working pricewise, in marketing the crop of 1950, the 
farmer had sold the bulk of his cotton at a price much lower than the 
ceiling. 

The latter part of his production could have been sold at a price 
much higher than the ceiling had they not imposed price ceilings. and 
export subsidies. 

The American cotton farmer last year contributed to the national 
economy and the cause of holding down inflation a vast amount, in 
that he sold much of his cotton for $100 a bale less than world price. 

Now in view of the fact that he did that last year and was encouraged 
to plant a crop that was designed to produce 16 million bales of cotton 
this year, and he has come through gloriously, and has produced for 
the Government this vast crop that was estimated, he is now again 
going to be penalized in that he is going to take less than world price 
under present conditions, and that he is going to take less than cost 
of production, and the economy of the Nation is not going to be 
bettered by that, but it is going to be in a better position because of 
the cotton farmers, and it was a very vital part of the national 
economy. 

I want to point out that the cotton farmer has already—and if I 
haven’t made it clear, it was my effort to do so—that he has already 
contributed a major share in the program of holding down inflation, 
and he has contributed a major share into the war effort, and the 
prospect is that he will be further penalized on the crop which we 
raised, partially from a patriotic standpoint, and he faces disaster 
because he did respond to the patriotic standpoint. 

Now, the other thing I want to point out, | think I may be wrong, 
but I think that the Department of Agr iculture has spiked their guns 
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too early. As I understand it, the Department of Agriculture has 
the right to set prices or try to procure a high price for the American 
cotton farmer only for an assurance for higher production, is that 
right, sir? 

Senator STenNis. That is correct. 

Mr. Forrenserry. Now, we all know that the production of 
cotton has three phases, the planting, the cultivation, and the harvest- 
ing thereof We haven’t completed this crop, gentlemen: The Secre- 
tary of Agriculture is still within his rights to increase production by 
increasing prices, because much more cotton will come into the ginneries 
of this country this fall at a price higher than the price we have now 
than will come in at this price. So the Secretary cannot say that 
this cotton is produced until it is in the bale, and he is still within 
his right to stimulate production by the increased price because more 
cotton will come to the ginneries with the higher price than with a 
lower price. 

The American farmers have produced this cotton; they have 
planted it, and plowed it, and put insecticides on it, and done every- 
thing but harvest it, but the price is going to be so low that much of 
it will be left in the field. 

The farmers will go inte the fields with mechanical harvesting 
methods which are very wasteful because they cannot afford to go 
into the field with hand labor. I predict that with a substantially 
higher price than we have today, an estimate of from 1 million to a 
million and a half more bales will be harvested from this crop than 
with the price as it is today. 

Those are the two points | want to make, and I thank you very 
much for your time. 

Senator Stennis. That is a new point, and that is a good one. 
We thank you very much for your testimony, for your interest, and 
for your attendance here. 

Mr. Forrenserry. Thank you. 

Senator Stennis. We certainly wish you a safe trip home, too, 
when you do start. 

Mr. Forrenserry. Thank you. 

(Witness excused.) 

Senator Stennis. I want to mention here that Senator Eastland is 
very much interested in this problem, and I had a very long talk with 
him before I left Washington. He was not able to get off, but he was 
very much interested and very much concerned about the situation 
and the matter with reference to the next crop. 

I think I mentioned this morning about Senator McKellar’s interest ; 
he is very much concerned, and also Representative Cooley who is 
chairman of the House Committee on Agriculture sent a very strong 
message of interest and concern and willingness to do everything he 
possibly can, and he was very pleased indeed that the gentlemen that 
are with us from the House could be here, and he feels that he is well 
represented. 

We now have the next gentleman on the program, Mr. Boswell 
Stevens, who is president of the Mississippi Farm Bureau Federation, 
from Macon, Miss. 

He is going to talk on confusion at farm level present crop cotton 
situation. 

We are very glad to have you, Boswell, and you may proceed in 
your own way. 
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Mr. Stevens. Thank you, sir. 

My name is Boswell Stevens of Macon, Miss., farmer and president 
of Mississippi Farm Bureau Federation. I am classified as general 
farmer, dairying, beef cattle, sheep, and cotton. 

I don’t suppose there was ever a time when there was more con- 
fusion among farmers than at the present time. Among cotton 
farmers particularly, confusion was great last fall and winter when a 
16,000,000 bale crop was being talked about. Farmers said, why 
have controls 1 year then try to “plant it all’ the next year. Gentle- 
men, I say to you in all sincerity that explaining the need for a 16,000,- 
000 bale crop was not an easy task. Farmers knew they faced prob- 
lems on machinery, seed, fertilizer, insecticides, and especially labor. 
They argued that such production would break the market and that 
cotton farmers gene rally would be worse off. Please remember that 
the cotton farmer had not enjoyed postwar booms present in some 
other types of agriculture and generally found in industry. 

Farm leadership across the entire Cotton Belt was called upon to 
explain the need for increased production and to assure farmers that 
Government would go all out to help secure the necessary supplies. 
This was a slow and tedious task. When we realize that 90 percent 
of the cotton farms (census classification) produce less than 10 bales 
per farm, one can visualize the tremendous educational task involved 
in this undertaking. 

This job was accomplished. By an organized program and hard 
work, farmers were reached and convinced of the need for an all-out 
production in 1951. No price promise was made, but the fact that 
cotton was then around 40 to 43 cents per pound and a ceiling of 45.76 
was set, an inferred promise was made that cotton farmers would not 
be “sold down the river” again. That though it was a patriotic move 
to produce the required cotton, he would receive a remuneration in 
line with hardships encountered in the production and greatly in- 
creased production cost. Farmers knew they faced an expensive year, 
but without hesitation, they invested personal funds, borrowed, 
mortgaged, and in every way feasible, financed the 29-million-acre 
crop. 

With unseasonal weather in many parts of the belt, 1951 turned 
out to be the most expensive crop in many, many years of cotton 
production history. In spite of all the handicaps, farmers have come 
through this year in magnificent manner. The cotton needed has 
been planted, cultivated, and is now being harvested, and right in 
the face of this success, cotton prices have broken materially. Again, 
we know no dollars and cents guarantee was made to cotton farmers. 
However, every assurance was given that the large crop was needed. 
This assurance came from people high in Government. Now officials 
tell us the need still exists for another large crop. They say another 
large crop will be absolutely necessary to our own security. 

How can this be explained to farmers? How can we again urge our 
farmers to produce a large crop, when in our own mind we are just as 
doubtful as other farmers. Gentlemen, as a farmer, I don’t mind 
making the decision for my own operations, but as a Farm Bureau 
president, I hesitate to advise others, based upon the treatment 
cotton farmers have received up to this point. 

I am not an advocate of a fixed price, but I do not believe we are 
being fair with those thousands of small farmers by appealing to their 
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patriotism to produce this essential crop and at the same time suggest 
by our actions that he take a financial loss. 

No one has ever questioned the patriotism of the southern farmer, 
but such continued treatment, when at the same time, billions of 
dollars are being spent as guaranties to other segments of society is 
a dangerous policy. 

Let’s pause and make a reappraisal of our entire economic structure, 
come forth with a policy so fair to all the people that there is no reser- 
vation in the mind of anyone. 

That is the conclusion of my printed talk. -When I say that there 
is confusion in the minds of these thousands and thousands of small 
farmers that we have scattered over the section, there is a question in 
their mind, as to whether we are what we want to be, whether our 
Government is the type Government that we think will be for the 
best interest of everybody concerned. 

I think probably if we don’t change some of the present methods of 
our economy, that we could conceivably incubate in the minds of 
some people some thought that we would like to see them steer clear of. 
I am trying not to bring out things that would be not best for our 
Government, but there is definitely that thought with thousands of 
small farmers, and I have reference to our colored farmers as well as 
our small, rather illiterate white people. 

There is one other question I would like to bring out; I know my 
friends in Mississippi recall that we, as a group, in the fall of 1950, 
when export controls were slapped on us, we immediately urged 
stockpiling because if our Government needed this cotton, we wanted 
them to stockpile it, we wanted them to have it. We didn’t question 
the fact that we might need it, but we felt that simply to cut off the 
export was not the proper method, that this should be stockpiled; 
and very frankly, they said now is not the time to stockpile it, you 
don’t stockpile it when you have no surplus, you stockpile cotton 
when you have surplus. 

Now we come to the fall of 1951, and we have a stockpile and they 
say you don’t need to stockpile it, we have plenty of cotton, why 
stockpile it. 

I don’t know if there is ever a time when you are going to stockpile 
cotton; I think the time is right now and I am confused in my own 
mind; I think they should stockpile cotton. 

This loan feature is a very desirable feature; it is a vehicle that a 
farmer has of helping himself on a temporary basis, and we are making 
every effort through our organization and through other organizations 
in Mississippi to encourage the farmers to put a reasonable amount of 
cotton into the loan, but I say, as a temporary measure, and unless 
some disposition is made of a sizable amount of cotton, and some of the 
gentlemen disagree with me, I am sure, from the testimony this 
morning, that if we put a million bales of cotton into the stockpile 
that that has a depressing effect on the market. I don’t agree with 
that, fellows. 

I thought when you stockpiled any material that it was only to be 
used in case of an emergency of dire necessity on the part of our Gov- 
ernment, and I think we couldn’t make any special ruling for cotton 
that would apply there. 

I recall this morning that an example was made in the case of copper, 
I believe. We might find ourselves, if the statements that have been 
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made by a good many this morning that I say are conceivable, it is 
conceivable that we might need some of this stockpiled cotton in 
1952, provided we are in all-out war, and I want to be one of those 
optimists that don’t feel we are necessarily going into a third world 
war. 

Senator Srennis. You refer to an export control last year that was 
imposed in order to protect our military need? 

Mr. Stevens. Exactly so. 

Senator Srpnnis. You advocate some stockpile for the very same 
purpose, the protection of our military needs. 

Mr. Svevens. [| certainly do. 

Senator Stennis. From the military standpoint, that is the whole 
story? 

Mr. Srevens. I think so. 

Senator Stennis. And it is an incident that cotton will go up 
when you stockpile it, like it did last year when the export control 
was put on it? 

Mr. Stevens. Yes. 

Senator Srennis. It is a move to protect the military, that is the 
object? 

Mr. Stevens. That is my impression, at least. 

Senator Stennis. That is a very fine statement; thank you very 
much. 

(Witness excused.) 

Senator Srennis. Now we have a gentleman here that I think is 
also going to have to leave; he is from the great State of Oklahoma. 
I recently visited in that great State. 

Mr. Harold Davis, we are very glad to have you here, sir, and you 
may proceed now. 

Mr. Davis. My name is Harold Davis; I am vice president of the 
Oklahoma Farm Bureau, chairman of the Oklahoma unit of the 
National Cotton Council. 

I am very happy for the privilege of making a few remarks. How- 
ever, | am very appreciative of W alter Hammond’s remark this morn- 
ing in regard to Texas and Oklahoma, and I concur in it, and it seemed 
to me that it might not be wise for me to even make any suggestions 
if Walter Hammond can make the bankers milk the brahmas. He is 
pretty potent within himself; but we are very glad to be here and make 
whatever contribution we have. 

I might say in the beginning that you heard a lot about lap land so 
to speak. Lap land to us is where wheat and cotton overlap, and 
we are, and I mean southwestern Oklahoma, we are, according to the 
estimates raising some 680,000 bales, which is about three times last 
year’s production, and a lot of that has been brought about encourag- 
ing farmers because of the need for increased military needs. 

Then too, the fact that I think perhaps we are in the battle of the 
bugs, you might say, has something to do with it. In the last 2 to 3 


years, we have had more insects than we have in all the other time put 


together in western Oklahoma. First, the greenbugs and then the 
cutworms and the fleehoppers and the boll weevil and what have you. 
We are, I would say, in rather dire circumstances in western Okla- 
homa. 

I want to enlighten the group on some of the hazards that have not 
been mentioned, especially wheat which of course is the big problem, 
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the early problem in western Oklahoma. I mean by that, that was 
planted in April, and it probably won’t do to harvest the cotton that 
was planted right at the last of June—almost the deadline—it will 
make a substantial crop of cotton in the event they manage to keep 
the bugs off of it from here on out. It looks like it could make a bale 
to an acre. 

Now that is the hazard, you plant your cotton in April, and plow 
it under without harvesting it. You plant it in June and you may 
make a bale to an acre. That is some of the things farmers in our 
area have to contend with, in the lap land country, and then of course 
the wheat that was taken out of production, a high percentage of 
that land has gone into cotton, and that is a contributing factor. 
There are some three times as high as they were. 

Another point I can’t help but call to your attention, and that is 
this, you recollect that vou made a statement, Senator, that you were 
stockpiling copper because of a strike in the copper fields. 

Senator STENNIS. We were using the stockpiles because of the 
strike. 

Mr. Davis. That’s right; however, I think that should be inserted 
in the record, that you have never found a farmer guilty of a strike. 
The farmers come through on what they have been requested to do 
in case of emergencies, and I think that is something that we as 
farmers can be proud of. I think they have gone along on the idea 
of trying to sell the other segments of our society on the fairness and 
soundness of doing what they have been asked to do. 

I think that certainly should be treated as a factor, recognizing 
that it is a great contribution. 

I have just jotted down a few figures here; we are talking about 
small farmers and the use of the loan. 

Of course, mine is not as direct as some of the others, I might say 
$50 a bale less than it was a year ago, which is not enough, if you take 
into consideration the seed on 17 million bales; that is about $850 
million. 

I think the last census showed that we had 1,200,000 farmers en- 
gaged in cotton production in America; if my figures are correct, 
that means about $708 less income for a small cotton and big cotton 
farmer than you would have had, had the price been the same as it 
was a year ago, on 17 million bales. 

I have got about three recommendations I would like to make; in 
the first place, I think perhaps we might all of us here today, be a little 
guilty in recommending stockpiling from a price angle. 

To me, those boys that are in the front in Korea, definitely want to 
know that they are going to have the necessary equipment in order to 
carry this thing on and that, by the way, is the most important thing 
to discuss, and that is to give those boys everything they are entitled 
to and everything we can give them. 

So I definitely think stockpiling should be carried out from that 
angle, let us eliminate this price and we should encourage the farmers, 
big and little, to take as much advantage of the loan as possible. 

"Thank you very much, Senator. 

Senator Stennis. That is a splendid statement and that is very 
helpful to us. Can you gentlemen think of any questions? 

(Witness excused. ) 
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Senator Stennis. Gentlemen, I think that the next subject here is 
of very great importance e, Financing Problems in Production and 
Handling 1951 Cotton Crop. 

Now that throws light and has a bearing on this 1952 crop which the 
Government is going to have to depend on to supply our military 
needs, and we have Mr. Caviness here from the executive committee 
of the Mississippi Bankers Association. 

Mr. C. R. Caviness, from Corinth, Miss., we are certainly glad to 
have you here, and I think, gentlemen, that he has something of mate- 
rial interest to us. 

Mr. Caviness. I cannot speak for the Mississippi Bankers Associa- 
tion, as it would require the approval and O. K. of the executive com- 
mittee before my remarks could go in the record as coming from the 
association. However, | shall put this in the record as the experi- 
ence of a country banker making loans to farm people in the produc- 
tion of cotton. 

I am pinch hitting today for Frank McCleoy of Greenwood, Miss. 
I was called late yesterday afternoon to come in and testify before 
this Armed Services Committee with regard to the above subject. 
Sometimes a pinch hitter makes a hit, and sometimes he strikes out. 

In the short time I have had to consider just what I should say 
about the cost of production of the 1951 cotton crop, I decided to 
discuss briefly the fact that this has been one of the most expensive 
crops as far as loans are concerned. ‘The average and below-average 
farmer has borrowed more money from banks or lending agencies 
than he can pay back at 32 cents per pound for cotton. In our area 
the cost of this vear’s crop has been approximately $15 to $20 per 
acre more than last vear, due to the high cost of labor, fertilizer, 
insecticide, machinery, and so forth. 

I think the farmers in our section are planning now to go into live- 
stock production more next vear than ever before. They also plan 
to take some of the acres now in cotton and convert them to perma- 
nent pastures. 

In our bank we made loans more or less on 40-cent cotton. At the 
time we made these loans, the cotton price was around 40 to 45 cents 
per pound, and most all thinking people supposed that this price 
would probably level off at about 40 cents. We can collect our loans 
but the farmers will have very little money to pay living expenses 
during the coming year. 

If the Government wants 16 or 17 million bales of cotton pro- 
duced in 1952, 1 think the price will have to be set at a level that will 
enable the farmer to bear the high cost of production and have some 
money left. The present price of cotton coupled with the soaring 
cost of production is pushing out the below-average farmer rapidly 
from obtaining loans from banks. As most of you know, the ma- 
jority of farm loans is considered high risk propositions without the 
added difficulties just discussed. 

This situation has been brought about this year more than in any 
previous year by the farmer’s efforts to increase the over-all produc- 
tion of cotton. Some farmers put in more acres than they could 
cultivate and lost some of the crop to the bad weather, which ran 
the cost of production very high on the remaining acreage. This 
loss was the result primarily of the strong insistence of the Govern- 
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ment that we plan to produce at least 16 million bales of cotton. 
Lots of acres planted in cotton should not have been because the 
land was not suitable. However, the farmers thought a profit 
could be realized out of these acres put in cotton with the 40-cent- 
per-pound price. Accordingly, many farmers have suffered sub- 
stantial loss. 

The bankers are ready and willing at all times to make loans for 
increased production but they must insist that these loans be sound 
and within the ability of the farmers to repay. 

I might say that the farmers in Mississippi are going all out in 
putting the 1950 cotton in the Commodity Credit Corporation alone; 
we are doing it at a sacrifice to our bank. Everybody knows what a 
warehouse receipt is; it is just as good security as having a dollar bill 
back there but we are insisting that as soon as he gets his gray card, 
if we have a small interim loan that he place this cotton in the ccG 
where the mills and buyers and cotton merchants will have a record 
that that much cotton is in the loan. 

I could have 5,000 bales of cotton in my bank, and nobody would 
know about it except the ones in the bank so we are insisting not 
only from my bank, but from the State as a whole, we have gone on 
record, and that has been approved by the executive committee, 
that all banks in Mississippi will only carry loans on warehouse 
receipts temporarily, until this is cleared out. 

Senator Srennis. I believe you said last night that you handled 
those loans sometimes for just 1 day, for a week, or 10 days. 

Mr. Caviness. That’s right. 

Senator Stennis. You want to give it to the CCC. 

Mr. Caviness. That’s right, where somebody will have a record 
and tell the cotton buyers. 

Senator Stennis. We are very much impressed with your statement 
and thank you very much for coming here. 

(Witness excused.) 

Senator Srennis. We have as the next title here, “Farmer Problems 
in Obtaining Fertilizer and Other Supplies” and we have our genial 
friend here from Mississippi, who ably represents the Fourth District 
in Mississippi and is a member of the Agricultural Committee, Repre- 
sentative Tom Abernethy. 

Tom, we are awfully glad to have you and you may proceed in your 
own fine way. 

Representative ABERNETHY. Mr. Chairman, [ hope you will indulge 
me a minute and let me touch on some of the points that have been 
touched on before I get to the other subject. We all are concerned 
with one thing here today, and that is finding the means to improve 
our own economic situation. That is important to all of us, and of 
course, we know it is important to all of the people in the cotton 
industry. 

Now as we are doing this, we are searching about trying to find 
somebody to lay the blame on for our situation. Now this is not a 
lecture; at the same time, there are certain things that all of us as 
cotton producers want from our Government. Ordinarily on the one 
hand we like to be independent and we don’t like to call on the Gov- 
ernment for anything; that is just natural with American people. 

At the same time it would be foolish for us as cotton people to say 
that we wanted the Government to withdraw from the field of sup- 
porting the price of our cotton. 
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Now the Government can’t support the price of an agriculture com- 
modity without at the same time having some sort of machinery there 
to keep the production of the commodity within the realm of reason. 
When the production reaches a certain level, the controls can then 
come off and you can produce unlimitedly and still have your price 
supports, but the point I am making, we want our price support, we 
want the CCC, and we want the various lending facilities that are 
made available to us by our Government in order to let us produce our 
cotton. | 

As long as we have those things from our Government, we are going 
to have trouble with our Government. That is the other side of it, 
and I think everyone recognizes that fact. 

Now I am a part of the Government as an official and you are a 
part of the Government as an individual. Charlie Brannan is a part 
of the Government. Now I may be somewhat responsible for the 
situation we are in, and you may be somewhat responsible for the 
situation you are in and Charlie Brannan—I mean the Department 
of Agriculture might be somewhat responsible for the situation we are 
in; and while I don’t want to attempt to lay all the blame on the 
Department of Agriculture, I made those remarks to lead up to this 
particular point. 

A few weeks ago we went over to the Department of Agriculture 
and discussed these problems with the Under Secretary. There were 
also present, Mr. Gathings, Mr. Cooley, Mr. George Grant, and Mr. 
Bob Poage and myself from my committee. 

At that meeting we pointed out to the committee from my depart- 
ment, that 2 years ago we were fighting for a sensible control law; 
we pointed out to the Department that in our judgment there should 
be a minimum of not less than 22% million acres of cotton land. 

Now I don’t take credit for that; I give credit for that to my friend 
sitting right here, Mr. Sayre, who furnished the figures, and in my 
judgment they were sound and the Government should have had 
ast year 22% million acres in cotton. 

We did write into the law a minimum of 21 million acres, when the 
Department wanted 18 million acres, and when we found all of these 
unfortunate circumstances that existed among many of the farmers 
with respect to acreage, we went back to the Congress and the 
Congress put through an allocation of additional acreage. 

We then pointed out that when the production was short with a 
high price for the crop last year, that they slapped the exports on, 
which has been reviewed, and which I won’t review again; that they 
slapped price ceilings on which has also been reviewed and I won't 
review again. 

We then pointed out that they came back to the country and asked 
for a terrific crop and as a result the farmers produced the largest 
crop in history, which they must assume responsibility for, although 
they were asked by the Department of Agriculture to do so, but 
based on those three steps I have just outlined, we impressed on the 
officials of the Department of Agriculture that they must assume 
some responsibility for the unfortunate dilemma that the farmers 
in the Cotton Belt are in. 

We didn’t do that with the conviction that there is any man big 
enough to run the price of cotton up or down when he gets ready, 
and if any of us have come here with that in mind, that there is a man 
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or group of men in the Government who are big enough to run the 
price of cotton down or up when they get ready, then you have a 
misconceived conviction. 

Now, what can be done about it. There is some difference of 
opinion right here, speaking of confusion, as to whether or not the 
stockpiling of cotton will do the job. There is some confusion or 
differences as to whether or not the use of the loan will do the job. 
There are some differences as to whether or not the Export-Import 
Bank loans will do the job, and I don’t know whether they will or not, 
but we all have an opinion that some of them will help. 

I have never been one who likes to suggest to the people that they 
should or should not sell cotton at a certain time, because I don’t 
know and I don’t think anybody else knows; and I have been very 
hesitant and reluctant to suggest to the farmers who grow the cotton 
that they should or should not put their cotton in the loan but I am 
convinced that it is the best method today in order to improve the 
price of the marketing of cotton. 

I hesitate to recommend it, but I do it this way: “If I had cotton, 
that is where I would put it,”’ the farmers can stockpile more cotton 
right now than any other man or group of men in this country. The 
farmers can stockpile more cotton right now through the loan than 
the Government can stockpile; they could stockpile 16 million bales. 

Of course, I realize that is a strained illustration, but they could 
at least stockpile every other bale; some of the small producers can’t 
stockpile any, I appreciate that fact, but every other bale of this 
cotton could be stockpiled through the loan, and it could be kept 
there for quite a long period of time. 

Then, if the time came when the Government feels they want to 
get rid of it and if they should later sell it and make a profit on it, 
you would get the benefit of it, and if the Government sold it and lost 
money on it, the Government would have to take the loss, and there 
is no other single agricultural commodity in America today that has 
that fine safeguard written in its behalf. No other commodity; 
cotton only, not wheat, not corn, not beef, not poultry, but cotton 
only, just cotton. 

Of course, I hope that it won’t happen that it would be foreclosed, 
but there is that hazard, I hope that it might stay there indefinitely, 
so I think there are a few things we might do to help ourselves, because 
I don’t want to kid you. I don’t think there is a man in the Govern- 
ment, and we can damn the Secretary of Agriculture as much as we 
like, I don’t think there is a man in this Government big enough to 
run the price of cotton up or down when he is ready; I think the 
Export-Import loan will help, and I think the most significant state- 
ment made here today was made by the gentleman from Arkansas 
when he pointed out that it is highly important that this cotton be 
used this year if it can be used because if it is not used, if it is stockpiled, 
the Government one of these days is going to put it out, and they are 
going to turn it over to the mills to make uniforms or whatever they 
need themselves and when they turn it over, they will buy just that 
much less of the cotton that you people produce. 

I hope I haven’t been misunderstood in these remarks; I am sym- 
pathetic with this problem, I have worked with it for 9 years in the 
Congress; I have worked with cotton for the last 4 years, day in and 
day out, and it is often a very sick crop economically. 
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Unfortunately, I think cotton gets into more trouble than any other 
commodity we grow in America today, but it seems to be always 
running a fever and I wish we could get it well. 

I am sorry | took all that time, Mr. Chairman. Now I have been 
requested to make a statement with regard to your supplies for next 
year. I serve as chairman of the subcommittee which handles that 
problem and we are all interested in machinery. 

Our subcommittee held meetings this year which resulted in the 
establishment in the defense agencies of a branch of Government 
which has for its purpose the allocation of a reasonable and fair amount 
of steel for the manufacture of farm machinery. Farming today is 
no longer a matter of teaming up the mule or horse and plow. Today 
it is steel and highly combustible fluids and chemicals, and we believe 
we are getting a fair break down there. 

However, steel for farm equipment, ammonia, sulfur, and potash 
are all right now in the twilight zone; no one can predict now safely 
what the supply will be next year. 

If the world situation becomes ‘more critical, which it can do, there 
will be less steel for machinery, there will be less ammonia for nitro- 
gen, there will be less sulfur for potash, and there will be less phos- 
phorus. ‘There are two prospects: the reactivation of the Morgantown 
plant, which I hope the Army will sell instead of lease, and the expan- 
sion of the plant in Texas. The Army is desirous of them expanding 
that plant, which I think is very follish. 

Business I think will continue to be critical. Sulfur is very short; 
sulfur enters into field after field after field of our economic situation 
in this country. Sulfur is probably used in more different forms of 
industry in America than any other chemical, if you could call it a 
chemical. 

There is one slight ray of hope here; they have discovered a new 
sulfur mine in Indiana and I think it is to be operated by the Freeport 
Chemical Co. which may come into operation next vear, I don’t know 
what time, but they have discovered a very good supply. If they do 
bring it into production next year, it won't be in time for your phos- 
phate needs for 1952, so if you can find nitrogen or phosphate this 
year, I think you ought to buy it. 

I think you ought to buy machinery because I definitely think 
machinery is going to be scarce and I think the possibilities are that 
nitrogen will be even scarcer. 

Mr. Chairman, I am sorry I took so much time. 

Senator Srennis. No apology is in order at all. That is a very 
fine statement and we want to expressly thank you. 

(Witness excused.) 

Senator Stennis. Mr. J. C. Wilson is here from Arizona, and that 
is the farthest west that we have had a speaker from so far. We are 
indeed very glad to have you. Come around and have a seat and 
make your statement in such a way as you see fit. 

Mr. Wiuson. Mr. Senator, and members of the committee, I am 
another one of those pinch hitters. I knew about this about 15 min- 
utes ago and I have neither a written script nor notes, but I would 
like to make a few remarks about the cotton program in our part of 
the country, which is Arizona. 

Senator Stennis. Give a little fuller description; you are in the 
irrigated area or the aio well or what; give us a little bit on that. 
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Mr. Wixson. I am in the irrigated area; we don’t have any shallow 
wells in Arizona, they are all deep. I am a producer, and I am also 
a member and vice president of the Arizona Cooperative Cotton 
Growers Association. 

Some of the problems we have in the irrigated areas of the West 
are such as may, if properly understood, clear up the thought that 
has been expressed here on one or two occasions, that maybe the West 
can make up deficiencies in the cotton production of the old cotton 
area. 

Now I think that is a misunderstanding; the West has its limitations 
in cotton as it has in everything else. We have had considerable 
discussion here on weather conditions and how favorable they have 
been to produce this 17 million bale crop. I think we have had three 
factors which have produced the 17 million bale estimate; one of them, 
of course, has been the price factor at the time of planting. 

A second one was the patriotic impulse which was called upon by 
the departments of the Government, and the general belief in the need 
for this cotton. The price factor is no longer there for the continued 
production of such cotton. 

I think that is generally admitted ; the patriotism will always be there, 
but it can be dimmed, it can be dimmed when the response shown by 
the farmer is not reflected in the treatment which the farmer receives. 

I think that is going to affect our crop next year very definitely. 
Speaking of our portion of the West, I think it is safe to say, Mr. 
Chairman, that 15 percent of the acreage planted in Arizona this year 
comes in two categories: one was marginal land and the other was 
the extreme antithesis of the marginal land, or that land which was 
very productive. It was changed from one crop to another. 

The price factor as it now exists is going to take that land out of 
cotton. 

Now, there is one other factor that is important in our country, 
and we feel that we have been definitely let down. 

We don’t feel we were guaranteed any price. We do feel that there 
was an effort made and an indication that we would be guaranteed 
the necessary supplies, equipment, materials, and labor to produce 
and harvest this crop that was asked for. 

We have received the materials, a fairly adequate supply; we have 
not been terribly short of the equipment; but we have been short of 
labor and our great source of labor for the harvesting of this crop 
is Mexico and it is completely out of bounds. 

The contract which is presently presented to the farmers of the 
Southwest with respect to the use of Mexican nationals is prohibitive. 
It is beyond that which was expected by any of our own domestics, 
both in expense and in services rendered. 

In Arizona to date, the cotton growers, although we started pick- 
ing cotton in July, unless it has happened in the last 3 days, have 
not received one Mexican national—not one Mexican national—and 
those that will be received if we receive them, and we must receive 
them if we harvest the crop, must come from Guadalajara under their 
own power to the border. 

Now, that in itself is almost prohibitive. This contract which we 
have with Mexico, I understand expires in February of this year. If 
the past is any criterion of the future, we cannot expect a more favor- 
able contract, if any, next year. 
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Every contract that has been negotiated since my time has been a 
more unfavorable contract to the user of Mexican nationals, and with 
that in mind, the present indications in Arizona are that we will have 
something like 300,000 bales of cotton now grown and produced which 
we cannot harvest with domestic labor or with American Mexicans. 
It must be harvested with Mexican nationals. 

Now, with the new contract coming up, which it appears will be 
less favorable, or may I say more unfavorable, judging from the past, 
it is a dead cinch that farmers are not going to plant cotton with the 
expectation of harvesting two or three thousand acres with the na- 
tionals we can get under that contract or any new contract. 

That is the biggest problem and our greatest gripe; we think we 
have definitely been let down on that because we know we have not 
been provided the labor, and we know the conditions under which we 
get what labor we do get. We use labor from Mexico under present 
conditions to salvage, not to make a profit; they are salvage employees. 

Representative ABERNETHY. Mr. Gathings and Mr. Smith’are more 
familiar with this than I, but I think they will bear me out on this, 
that the difficulty we have had with the enactment of a good law and a 
workable law and a fair law in supplying this Mexican labor has not 
been with the Department of Agriculture but with the Department of 
Labor. 

Mr. Wiuson. I concur in that. 

Representative AnERNETHY. And there might be another place 
that has got some tall columns in front of it in Washington that has 
got something to do with this, if you know what I am talking about. 

Mr. Witson. My only hope is that the Congress of the United 
States may make their influence felt to the extent that it will be 
reflected in that contract. That is the only hope we can see. 

Senator Srennis. Thank you very much, and we appreciate your 
coming here; you have made a very clear and excellent statement. 
Thank you. 

(Witness excused.) 

Senator Stennis. Now we have next on our regular list here the 
question of “Supply and demand must balance “eventually.” We 
have Mr. Maury Knowlton, president of the Delta Council of Missis- 
sippi. We are very glad to hear from you now, Mr. Knowlton. 

Mr. Knowrton. My name is M. 8S. Knowlton. I am president 
of the Delta Council of Mississippi and I am also a cotton farmer. 

A year ago cotton and the cotton farmer were in a favorable posi- 
tion under the economic law of supply and demand. Then came how 
export alloc ations—which were revised upward after most of the crop 
was out of the farmer’s hands—the abandoning of acreage controls 
and the drive for a 16 million bale crop; and, finally, ceilings on the 
price of raw cotton. Thus the American cotton producer was denied 
by Government action the profit to which he was entitled under the 
law of supply and demand. As evidence of this, one has only to cite 
the prices paid in dollars for foreign cotton early this year. Without 
criticizing the objective of any of these actions, cotton producers 
feel that rarely, if ever, has any legitimate economic group been so 
penalized by direct Government action. 

Now, the American cotton producer has exceeded the goal of 16 
million bales of cotton which he was asked to produce in the interest 
of national defense, and, consequently, his position under the law of 
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supply and demand is no longer favorable. This unfavorable position 
is further aggravated by the fact that much of the increased production 
came from marginal acres with their higher-than-average costs of pro- 
duction and their lower-than- -average yields. Even on the better 
acres, the costs of production this year have been excessive in our area. 
With these excessive costs and with prices and yields at their present 
levels, profits will be small for most producers and many will probably 
incur net losses for the year. 

We realize, of course, that the final value of this crop will be deter- 
mined by the law of supply and demand operating within the limits 
established by the loan value on the low side of the market and price 
ceilings and general economic conditions on the high side. 

We believe that supply and demand must eventually balance each 
other. If a demand can be developed sufficient to absorb the 1951 
crop while the people who produced it still have control of it, then it is 
probable that production will continue at a high level. If such a 
demand cannot be developed in time to benefit the producers, then it 
is probable that supply will be brought into balance with demand 
through curtailed production. 

But we also believe that Government action might do much to im- 
prove the demand for the 1951 crop and thus aid the farmers in their 
effort. to stabilize the market through their own “orderly marketing 
program.” 

We therefore express the hope that everything consistent with good 
judgment and the national welfare will be done to improve demand by 
expediting domestic consumption of cotton, the exporting of cotton, 
and the stockpiling of a reasonable part of the existing surplus of 
American cotton. 

We suggest that a stable market at a reasonable level might be the 
best method to prevent a recurrence of the dangerous shortage of 
cotton which existed a year ago, and we point out ‘that had total war 
come at any time in 1950, this shortage of cotton might have con- 
tributed to national disaster. 

Senator STennis. That is a sple ndid statement; that is very fine. 
Do you have anything further now? 

Mr. Knowtron. No, I think that is sufficient for me. Thank you 
very much. 

Senator Srennis. Well, thank you very much for that very helpful 
statement. 

(Witness excused. ) 

Senator Stennis. All right, gentlemen, we are moving along very 
rapidly now. We are going to have a gentleman from Tennessee, 
whose home is in Tennessee. He is commissioner of agriculture and 
I think this will complete all the cotton-growing States except Cali- 
fornia, which is certainly a fine representation to have here. 

Mr. Ed Jones, of Nashville, Tenn., who is Tennessee Commissioner 
of Agriculture, is now here and his subject is ‘“Tennessee’s effort to 
develop orderly marketing, 1951 crop.” 

Mr. Jones. Mr. Chairman and members of the committee, I am 
commissioner of agriculture for the State of Tennessee and a cotton 
and dairy farmer in west Tennessee. 

Following the belt-wide cotton committee which was held in New 
Orleans, we came back to our State and began to set up the machinery 
to follow through with a program here in our State, similar to the 
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recommendations we received in New Orleans with the help of Dr. 
Sayre and others who are interested. We asked Governor Browning 
to issue a call to all interested agricultural agencies and organizations 
in our State to meet in Nashville, the capital, on August 17, realizing 
that the time was short before our crop would be moving here in 
‘Tennessee. 

I would like to say that the response to the call was 100 percent. 
Every agency and organization in our State was in attendance. 

The meeting was presided upon by the Governor and we discussed 
our proble ms here in Tennessee regarding the orderly marketing of 
cotton. ‘The agency representatives and organizations agreed that we 
should join together and urge our cotton farmers of Tennessee to 
place at least 50 percent of our cotton in the loan. 

Before the adjournment of the meeting, a committee was appointed 
to work out the methods by which we would supply the farmers of 
our State with the information regarding the need and urgency and 
the reasons why we should place our cotton in the loan. The com- 
mittee met that afternoon and the details were worked out. 

We all agreed that we should place into motion every available 
facility that we had in our State to get the information to the farmers. 
We used the press and the radio, all farm mee tings that were held in 
the 54 counties that produce cotton in our State, and, of course, by 
word of mouth wherever we might be. Whether on the streets on 
Saturday afternoon or in the country store, we agreed we should talk 
about placing cotton in the loan. 

Here are the results that we see have been obtained thus far: 

Yesterday, appearing in the Commercial Appeal in the cotton 
comment, Mr. Carl Frye, the State director of marketing adminis- 
tration, said that in his opinion at least 35 percent of the cotton that 
had been produced thus far had been placed in the loan in Tennessee 
either through the CCC loan or financed by some private bank. 
To us, that is a very wholesome situation and, as far as I can tell, 
the other agencies that I have talked to from day to day—the cotton 
ginner, the man on the street, the cotton farmer—in my opinion we 
are conservative when we say that 35 percent of our crop is being 
placed in the loan. 

Of course, we do have some farmers who are holding off and waiting 
and seeing just what is going to take place. We feel like surely some 
worth-while effort is being accomplished by the work that has been 
done thus far. 

The farmers of our State have told us that they will continue to 
place their cotton in the loan so long as it is selling for the price that 
it is today. 

That concludes my statement, Mr. Chairman. 

Senator Stennis. Well, thank you very much. We are very proud 
that you have such a good report to make, and we appreciate your 
coming here today also. 

(Witness excused.) 

Senator STENNIS. You know, when I was a little boy, I used 
stand around the crossroad store and go to a small town once in a 
while, and I would hear them talking about hedging the cotton; the 
merchant hedged the cotton, the buyer hedged, and the mill owners 
hedged, and I never did hear them say anything about the farmers 
hedging. 
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Now, we have a subject on our list entitled “Farmers Hedge in 
Government Loan,” and it is going to be handled by a man serving 
his first term in the Congress, representing the Third District of 
Mississippi. He is a hard worker; he has made quite an impression 
up there; he is vitally interested in this subject, and we are very glad 
to have Representative Frank Smith of Greenwood, Miss., who will 
discuss the subject for us. 

Representative Smita. Mr. Chairman, this matter of the farmers’ 
hedging through the Government loan is something I think that not 
only is very good in regard to our 1951 crop but very good for our 
entire cotton economy and our marketing economy in the future. 

The opportunity that has been presented for the farmers in the 
1951 crop and through the program for orderly marketing which is 
developed in farm groups throughout the belt offers an experience 
pattern which not only means something toward getting a better 
price, some hope of getting a better price for our 1951 crop, but it 
also offers some practical experience for the farmers operating and 
working together by combined effort throughout the Cotton Belt and 
having some control over the marketing system during that period 
when the farmer has to sell his cotton. 

We all know that the farmer who raises cotton, of course, or any 
other commodity, has got to have some assurance of a reasonable 
return on the value of his land, the use of his land, and he is supposed 
to have some profit for his own labor and his own work in his endeavor. 

If he is to be a successful producer, he has got to have some assurance 
in the long run of receiving those returns. Any development which 
can strengthen the farmer’s position in the market means that he has 
a better assurance of these types of returns, and any development 
which strengthens the farmer’s position in the market is good for our 
defensive economy, because the farmer has got to produce these items 
essential to our defense without going bankrupt, just like the steel 
mill, just like any other type of defense manufacturer, or just like any 
defense worker must be assured of an income. 

We can’t get defense production under our free-enterprise system 
without making the profit system work, and anything that strengthens 
the farmer’s position in our economic market will not only benefit 
our general economy but benefit immediately our defense economy, 
which is what we are concerned with immediately in this stockpile 
study. 

Now, a few of the witnesses here today have brought out many of 
the points in regard to the value of the loan program, and Mr. Knowl- 
ton, just a minute ago, very effectively summarized some of the items 
and suggestions about improving the marketing picture for the farmer. 

All such, however, are not going to have any accumulative effect 
or great benefit to the farmer for several years to come, even though 
we get the most benefit out of it. What we have got to do is to make 
sure that the farmer, the producer, can retain title, can retain as much 
control as possible over this 1951 crop, in order to be able to reap some 
of the benefits that we are trying to establish for him through govern- 
mental action and through the combined actions of private individuals 
and agencies. 

I have talked over this matter of the holding movement with Repre- 
sentatives in Congress from throughout the Cotton Belt, and discussed 
with them the problems they have in this Department—rather, that 
their areas have encountered that have been brought to their attention. 
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I find that the word about the program has been developed well all 
all over the belt, although there is some areas where it is not properly 
known or widely known, or where not enough interest has been de- 
veloped in it. It is true I visited throughout the entire Cotton Belt, 
and there are several areas where some trouble has developed, not 
only in the finance arrangements with those agencies who have been 
financing the farmers; they have some doubt of being able to receive 
their full return 

There is going to have to be in those areas a concerted effort made 
by the belt-wide groups to find the troubled spots and to make some 
attempts to get the various people together and work out a workable 
arrangement to keep anything from developing that will stop the 
loan program from working to a fair degree in these particular 
troubled spots. 

The type of report which Mr. Jones, the commissioner of agricul- 
ture in Tennessee, has made is a very good demonstration of the 
type of coordination of all local and State and private agencies that 
must be developed to work with our Federal agricultural agencies. 

You know the Department of Agriculture and all of its various 
subsidiary branches are fully committed to the development and en- 
couragement of this loan program, and at quite a few levels they 
have made some very substantial efforts toward its success, but they 
have got to be prodded along, not only from the top but down at the 
local level. 

These agricultural agencies at the county level have got to help 
to understand the program, and they have got to be made by the 
local people to understand that it is important to consistently and 
continually push it if this loan program is to work. 

All of us realize, if we made any study at all of the possibilities and 
the potentialities of the loan program, that we must have as near as 
possible at least half of the crop into the loan if it is to reach its full 
effect. 

If we could get more, it would be much better. You must realize 
that, although the situation was completely different 2 years back, a 
good part of the crop went into the loan then. Of course, a good 
part of this crop went into the loan when the prices had fallen below 
the loan level. 

This concerted effort being made when the price of cotton is con- 
sistently above the loan level is an example of what the farmer can 
do to change the old buyer’s market that traditionally exists at this 
time of the season into a little bit more of a seller’s market. 

There is a great opportunity for the cotton farmer, which means 
considerably more than a chance to get a higher price for the 1951 
crop. The holding movement is an unparalleled opportunity to de- 
velop a new control for the farmer in the marketing system. 

We have a chance to change, in favor of the cotton producer, the 
historic marketing of cotton. “We are not going to completely change 
it or revolutionize it, but we want to work this year to establish a little 
more producer control over it, to put a little bit more seller control 
over it. 

All of us from areas that produce cotton stand to gain by any change 
in the marketing system that will be of benefit to the seller. If we 
can give the seller this advantage by demonstrating to the 1951 crop 
that the Government loan program is not just a type of insurance to 
keep you from losing more than if it became a support price, but a 
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method of taking cotton off the market with the least problem and 
retain title and move it back into the market at the proper time. 

I think we have made a considerable gain to the future as well as 
making use of the only real hope that the individual farmer has to 
operate on during the marketing season this year to get a better price. 

If we can make this change as far as possible away from the tra- 
ditional buyer’s market in cotton, the farmer can reap a permanent 
advantage. I believe that it is our job in the Congress to carefully 
follow this effort to establish a holding movement during the 1951 
crop, to see what handicaps develop in this particular movement this 
year so that we can, if necessary, amend the price-support legislation 
to make it more effective and easier and direct for the farmer to move 
into the loan and take advantage of it. 

Of course, we have got, as Mr. Abernethy pointed out, a very fine 
advantage for cotton as a commodity in that if it doesn’t exactly work 
for the cotton to go into the loan, and it comes out while still in the 
hands of the producer, he can leave it with the Government, and if 
any profit is eventually made off of that cotton he can still get the 
greater part of it. 

Representative ABERNETHY. And did get 60 or 70 million dollars 
this vear. 

Representative SmirH. That is true, As all of you know, that 
came in this year from the returns on the previous crop in the loan. 
That has been another fine example of what you can do to show the 
farmers throughout the belt what opportunities exist for them, in 
making out on this hedging possibility within the Government’s own 
program itself. 

Senator STENNIS. One question. Even though this program that 
you mention has been so successful this year so far, don’t you think 
that, now, when so much of the cotton is going on into the gin and 
getting it out, it is going to take an intensification of this planning 
program and publicity to make it continue to work? Do you not, 
think this is a critical time? 

Representative SmiruH. It is going to take a very strong intensi- 
fication of it, because most observers of the market believe it has 
had some effect upon the market. 

Now, as has been mentioned here, people are hesitant about giving 
advice to the farmer, especially those of us in public life who are 
responsible to the farmer for how we affect his welfate. Weare mighty 
hesitant about giving him advice as to when to buy or sell or to do 
anything with his cotton, but it has come to the point where we have 
got to step up and give him advice about the one hope he has to 
improve his position and help him to organize through the private 
agencies and all the public agencies that are developed to take advan- 
tage of this great opportunity, because, if it is not brought to his 
attention forcibly, he is going to lose out in this effort. 

Now, if he loses out, it will be to a large degree, I believe, due to the 
failure to properly coordinate and publicize and bring the advantages 
and possibilities of it to his attention. 

Senator SreNNis. Thank you very much, Representative Smith, 

(Witness excused.) 

Senator STeNNis. Now we come to the fourth member of this con- 
gressional delegation that came down here last night. By the way, 
I think I ought to tell this group that these gentlemen left W ashington 
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sometime after midnight and got in here at 5:30 this morning and 
they are flying back tonight under similar circumstances to be there 
tomorrow, which confirms something you read in the paper about the 
easy life of a Congressman. 

Now this fourth gentleman we have here is going to give us some 
of his remarks, but he is not limited to this subject, about ‘the Export- 
Import Bank program. Representative Whitten, who represents so 
ably the Second District of Mississippi, is another hard-working man 
who has a key post and position. He is on the Appropriation “Com- 
mittee and is chairman of the Subcommittee on Agriculture and 
through training and his interest and intense application he has ac- 
quired a very fine and very valuable knowledge of the entire agri- 
cultural program through the Nation, and particularly in the area 
that he knows so much about. 

We are very glad to have Representative Whitten here and we are 
very glad to hear from you. 

Represe ntative Wuarrren. I guess you can tell by my coming last 
on this program how hard it is when you try to compete with your 
very able and worthy colleagues and try to add anything to the very 
fine coverage they have given to this subject already. 

It is always hard to talk to other people about something that they 
know more about than you do, and to some extent we are in this fix 
when we are talking to the farmers about the growing and handling of 
cotton. 

Certainly it is not true now, but a few years ago, I had a letter 
from a friend of mine who wrote me and asked me what he setid do 
about selling his cotton; he said he had his last 2 years’ crops. I 
wrote back and first I wanted to tell him I was highly complimented 
that a man who had 2 years’ crop ahead and hadn’t sold it was in- 
terested in what I thought about the cotton situation; but we are in 
a bad fix today. We are here trying to discuss some angles of it, 
and in my judgment, at least, try to put the matter in a 1, 2, 3, sort 
of order. 

The first thing is to review the facts which got us into this situa- 
tion; secondly, try to see what we can do if anything to get ourselves 
out of it; and third, to see how we can avoid it in the future if possible. 

Now, I realize | am fixing to get into some repetition, but I think it is 
well enough to have some repetition if it will help us not to make this 
mistake again. After all, all the cotton that we can grow in this 
country is “of value to us only insofar as you can sell it. 

It used to be that we could sell a world of cotton to foreign coun- 
tries because we bought a lot of things from foreign countries and 
they had those dollars that they could spend back with us. We 
spent $10 million in France for cigarette om pe we don’t do it now; 
we spent millions of dollars in Ger many for dyes and chemicals, but 
you heard Mr. Abernethy who is an authority on that, and we do 
that ourselves, now, we don’t spend that money in Germany and 
thev don’t buy back from us. 

We used to get nitrates from Chile, but it is not being done now; 
so you say, ““‘Why doesn’t Congress do something about it?” It is 
because we have largely gotten to be self-sufficient. 

Except for the ECA and the Export-Import Bank and the expendi- 
tures of our military people, there are very few dollars we are spend- 
ing elsewhere which they can spend with us So you should recognize 
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that when you sit down to figure how much cotton can we profitably 
grow. 

It is an element which you cannot overlook. During the war when 
we were financing everybody, if we weren’t giving them cotton, we 
were giving them money to buy the cotton with. We moved a lot of 
cotton to our friends and allies. 

After the war got over and we realized that we couldn’t continue 
indefinitely to give away this money, the Department of Agriculture 
got excited and wanted to cut cotton, to drop it down to 18 million 
acres. 

My two colleagues here entered into the fight in which we finally 
came out with 21 million acres, which was far below what we thought 
was right, but the Department made that decision and they were 
acting on their fears and they thought they were doing what they 
thought was right. 

It developed that the Department of Agriculture proved to be 
wrong; then when that short supply became evident and folks got to 
competing for cotton and the prices began to go up, they say it was 
to protect our military economy that they went in and put a ceiling 
price on cotton. 

Cotton stood alone with a ceiling price on it, the only thing. Does 
that indicate that a part of their desire was to hold the price down? 

The next thing they did was to cut out exports of cotton even 
though some folks wanted to buy cotton and had dollars to buy, 
they cut it out. Was that in an effort to keep the cotton here so 
that the mills could buy and hold the price down? 

You have got pressure from groups that are complaining about the 
high prices and there is much basis for it. You can see why some of 
us last spring saw that the desire of the Department of Agriculture 
for 16 million bales was to a large extent to build up a large supply to 
push that price down. 

First they had cut in on the exports; next, there had been a ceiling 
price, and there were other things that would indicate that that was 
true. 

We tried to tell the meeting that that was at least a part of what the 
department was up to in its recommendation for 16 million bales of 
cotton. 

Now our farmers—and there is not a more patriotic group in the 
world, but they are also glad if there is to be a lot of profit made out 
of it, out of their patriotism, and that resulted in some profit with the 
bridle taken off when they turned us loose to grow this cotton. 

Now the Department asked us to do that in the name of national 
defense. As I say there is no more patriotic group. How do we 
handle everything else when we come to national defense; we have a 
program up there that in any industry, mining, minerals, copper, 
fish, canning or any other kind of industry, that the Government, if 
you cannot get the money, will lend you the money. 

If they lend you the money or don’t lend the money, they will let 
you charge it all off in 5 years under this quick amortization. 

They say, “We need this for the future, we will give you a firm bid 
to take your output.”” Now, they haven’t done that with American 
agriculture and they say to American agriculture, ‘‘We are asking 
you to produce up to what we will actually take, but we want you to 
produce more than that so that we will be absolutely safe.’’ 
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Now I tried to say awhile ago the Commodity Credit Corporation 
has supported in the past not only certain basic commodities, but 
they have supported also certain nonbasic commodities in this pro- 
zram. What they do is buy the surplus off the market and there are 
Fteraily numbers and numbers of cases where the Government acting 
through the CCC has gone in and bought up what was determined 
to be the surplus, and thereby has burned up the market to where 
it got above the support price, and the thing went along all right. 

As Mr. Garrett said here, when you have got more than you need 
of anything, it is a surplus; when you have got more than you need, 
the demand being so little you want to get what you can out of it 
and you sell it for what you can get. ‘That tends to break the price 
by the whole lock, stock, and barrel. 

I, too, am not going to tell anybody to put this cotton in the loan. 
Any time I have held cotton, I have held it 4 or 5 months and made 
a profit and sold it, and if I held it 15 more days I would have made 
more profit than if I sold it. So I am not any adviser as to when to 
sell it, but I do know that if you have got more than the market can 
absorb under present conditions, if you will set it aside and not offer 
it, whether the Government takes it and sets it aside for the military 
or whether you put it in the loan, you have cleared up your situation. 

The reason I know that is that I have seen so many examples of it 
in the CCC. So, as I say, part of this has been that we have been too 
willing to take the statements of the Department and others that war 
needs it without going behind it to see what motivates it. That has 
helped to get us in this situation, 

Secondly, we have not at any time insisted that, “If you really want 
this for the military, how about fixing it where the military tells what 
they want and we will produce it and we will turn it over to you.’ 
That is what you do with everything else; is there anything wrong 
with that. If they don’t want to do it that w ay, isn’t that an indica- 
tion that maybe it is not a military need to start with, but something 
else; is there anything wrong with that? 

Now we come down to what can we do in our present situation; 
first we need to get as much of this cotton used as we can, pending the 
time that you can actually use it. I think it is good business for the 
farmers to put it into the loan and to wait this situation out; all that 
is good business, but then we have to move as much of this cotton 
as we can. 

Now the ECA I appreciate, is going to slow down. A few years ago 
I lead the fight in the Appropriations Committee to cut the ECA 

appropriation 15 percent, and I had a lot of folks get on me because I 
was cutting down the amount of cotton we exported under the ECA. 

We were giving them money and I checked the records and they 
were spending 5 percent for cotton, but much of what we have 
exported has been because of ECA, and that is slowing down, and 
military expenditures, however unfortunately in this war period are 
putting dollars in many of the far eastern countries. They are fixing 
to put dollars in Europe. I am not here to pass judgment upon the 
military necessity of these expenditures; I have to take the word of 
those who are supposed to know. 

Apparently, it is the only thing we can do, but it is putting dollars 
in the hands of the countries who need cotton, and we should see to it 
in every way we can that we promote the purchase of cotton and the 
other things. 
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The subject assigned to me, if I ever get around to it is the Export- 
Import Bank. You have probably read in the paper where our senior 
Senator has offered a bill to create a revolving fund of $500 million 
to help finance it and it will help the removal of this cotton. That has 
some possibility. 

Certainly if it were adopted, it would prove of some help; I don’t 
know how familiar all of vou are with the Export-Import Bank. It 
happened for a period of 2 or 3 years I served as chairman of the 
committee which handled their appropriation. 

It has been my judgment all along that that is what we should 
have done instead of having the ECA. Under the Export-Import 
Bank concept, what we do is extend to these foreign countries loans 
or credits on the banks of our Nation which can be used for the pur- 
chase of materials which we have that they need. 

I voted against the British loan on the basis that what we should 
have done in Britain was to extend her credit instead of giving her 
money and letting her spend it for the things she spent it for, and 
I think we have proven to be right about it. 

I think there is a real job for the Export-Import Bank to help us 
because it is a loan; they do go into the ability of the country to pay 
it because in that way there will be provided repayment. 

Secondly, you can see to it that it is used for purposes that the coun- 
try itself needs. 

Secondly, it is made to friendly countries, so if you put cotton into 
those countries and help clothe those people, if we should have an 
outbreak of another war, those people should be well clothed; we are 
lending it to friends with repayment expected, and letting them have 
it. Then if things get worse they will help us if we do have another 
war. 

You have got this situation we are up against of trying to come in 
and increase the size of our author itv on the E xport- -import Bank so 
we get sound loans and you have got to have somebody that wants 

to borrow, and the best bank in the world can’t make mone y going 
down the street passing its money out. 

We have te work in these countries to build up a demand for our 
product, and I believe if we can build up that request and that demand, 
that we will be able to get such extension or expansion of the Export- 
Import Bank as may be necessary. 

Right now, the Cotton Council has one of its representatives ia 
Europe, I believe, trying to explore the possibilities in this connection. 

The Secretary himself is just back from there, where he looked into 
it. We have gone after foreign agricultural relations, to push this 
matter as far as we can. 

How much of it we are going to do, I don’t know, but I do believe 
that the Congress has a good chance of passing such legislation as 
may be needed, if we can build up the demand. 

Now another problem we have got there, and maybe you will get 
some idea how complex this problem is when you get to dealing with 
it, is about the difference in the foreign prices. 

I have done some checking on it; I wouldn’t claim to understand 
it, but since we don’t take any money from foreign countries that 
need dollars, I would rather pay a higher price to take some of their 
commodity to get them to take ours at a reduced price. When they 
haven’t got any dollars to pay us under ECA, we have let them have 
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cotton way below the prevailing world prices, and they say, “‘ Yes; but 
we have taken off of your hands a lot more cotton at eon prices.”’ 

So you run into a lot of complications. I again repeat, when we 
weren't quite as careful in making them prove this case of putting 
this big crop up for military purposes, we found out we weren’t as 

cautious as we ought to have been. 

We are not being benefited by letting us plant an untold amount 
of acres. I got in trouble with the Federal Land Bank bee ‘ause | 
insisted on bringing the m to W ashington and telling them, ‘‘ You are 
always not helping “the farmer to let him plant a whole lot of acres of 
cotton when there is a shortage of labor and a shortage of material, 
and no assurance of a sale was brought at 40 cents.”” They ‘Sar every- 
body believing it, but you can’t find any man that gave vou any assur- 
ance. So you want to go slower in falling for anything they come 
and tell you, and in our present situation, if you do hold some of this 
cotton, you can hold that part of it which is surplus to your immedi- 
ate demands, the Department of Agriculture knew then and knows 
now that there is not too much cotton. Just hold it off to give them 

1 chance to prove themselves correct, to give their department a 
dieeane to bail us out, and if you go slower in overplanting next year, 
that fact will help these buvers to begin to wonder if they hadn’t 
begin to go ahead and get their supplies of cotton instead of waiting; 
and I think you can do much good in that respect. 

Immediate stockpiling is exactly “pe thev have done with other 
things they have needed, and if the Government proves Senator 
Stennis’ committee can draw off a million bales or some such amount, 
it may well help to build up the price, and then the obligation of the 
Government comes from the fact that they did lead the fight to get 
you to produce it. Don’t go and aren. 

1 know you want to plant what the Government needs, but you 
don’t need to overplant because while a surplus in cotton tends to 
whip the price down, an over need for what labor is available and what 
chemicals is available is what shoots vour price up. 

Let one farmer in one community have no labor to a point where 
he is around fighting for what there is there, it affects every other man 
in the community. So you are not benefiting yourselves by over- 
planting this cotton. 

If the Government does have some goal, it may then prove it, and 
if they have it, don’t try to exceed it because vou will bein the position 
of increased competition among yourselves and vou will get this price 
sky high. 

1 have been in Congress and worked with agriculture long enough 
to know there is a whole lot I don’t agree with, but I do know you 
can take it with a grain of salt. Just don’t go out and increase it 
because they tell you they want you to. 

That is what I think and I can’t help but say I told you so; I said 
that in the meeting last fall; I said it in Washington last fall, and 1 
think the case has been pretty well proven. 

I think we can help bail it out; we will do our part and you can 
do your part by holding vour cotton off the market if you can. 

Senator Stennis. I think vou made a very fine statement indeed, 
and we want to thank vou for it. 

I think there has been some repetition; you covered something that 
I wanted to cover, and that is, that it is not assured by any means 
that we are going to have a 5,500,000 bale sale to these foreign countries 
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because the Export-Import Bank says there is no limit on the amount 
of money which they will put up under the present available funds if 
the petitions or applications for loan of the right type are filed, but 
they are not being filed, and a number of things can happen there 
that you have got to have a loan; you have got to have somebody 
that can repay. 

We are very fortunate also to have with us here today the Honor- 
able Walter L. Randolph, favorably known as a citizen of Alabama, 
and in all farm circles as president of the Alabama Farm Bureau 
Federation. 

We are very glad to have you Walter, and you may proceed with 
your statement in your own way. 

Mr. Ranpoupu. Mr. Chairman, ladies and gentlemen, my name is 
Walter L. Randolph, and I am president of the Alabama Farm 
Bureau Federation. My residence is in Fayette County, Ala., Fay- 
ette, Ala., Route 3, also at Montgomery, Ala. 

The first thing I want to do is compliment the subcommittee of 
the Armed Services Committee that is holding this hearing today, 
and especially the chairman, Senator Stennis, not only for having this 
hearing, but also for the good you have already done in connection 
with the cotton situation. 

When we saw we were faced with this situation earlier in the year, 
it appeared that about six courses of action could be followed to bring 
about some relief. z 

One of them, of course, was the removal of the export limitations 
and that was done’after the crop estimate came out and that had been 
recommended to the Secretary of Agriculture. 

Now I learn that there is danger of that being reimposed, so we 
still have a job on that point. 

The second thing was to encourage buying by the military forces 
during the time the crop was being harvested, and I think your com- 
mittee has achieved a good deal along that line. That is correct, 
isn’t it? 

Senator Stennis. I hope so. 

Mr. Ranpoupu. I hope so, too. Then, of course, the thing that 
Congressman Whitten discussed about the export-import loans, and 
those have been made available. 

The fourth, of course, was the ECA program which several people 
have pointed out has been somewhat limited. 

The fifth thing was the use of the loan; the loan is there, the 
farmers use it, and I think we have had quite a nice number of acres 
in the belt. 

The sixth thing is one which I am supposed to talk about and 
which has been talked about; anything I say must necessarily be a 
repetition of it, and that is stockpiling. 

Mr. Chairman, on the 9th day of January 1951, a meeting was held 
on the call of the American Farm Bureau Federation in Washington 
of representatives of the States growing cotton. I think that prac- 
tically all of the larger States were represented, and most of the minor 
States were represented at that meeting. At that time, we agreed on 
a statement with regard to stockpiling of cotton, and I want to read 
that. It is very brief. 


Experience during the past year again has demonstrated the value to the Nation 
of an adequate stock of cotton and the danger of failing to have such a stock 
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available. This is of course particularly important in critical times such as 
these. In order to provide a necessary safety factor so far as cotton supplies in 
succeeding years are concerned, and to assure producers that the Nation will 
utilize the full stock of cotton which the Government has called upon them to 
produce, immediate announcement of a defense stockpiling program for cotton 
is recommended. This announcement should provide that the stockpiling pro- 
gram will be carried out through the purchase during the harvest season at market 


prices of any 1951 production in excess of market demand and reasonable carry 
over. 


That recommendation as I said was made on January 9 of this year. 
Later in January, I believe on the 24th day of January, the National 
Cotton Council met at Biloxi, Miss., and adopted a similar resolution. 
Since it is so nearly like the one I read, I won’t read it, but leave it 
here for the record. 

(The matter referred to is as follows:) 


StrockKPILING CoTTron 


Experience during the past year again has demonstrated the value to the 
Nation of an adequate stock of cotton, and the danger in failing to have such a 
stock available. This i:, of course, particularly important in critical times such 
as these. In order to provide a necessary safety factor so far as cotton supplies 
in succeeding years are concerned, and to assure producers that the Nation will 
utilize the full stock of cotton which the Government has called upon them to 
produce, immediate announcement of a defense stockpiling program for cotton is 
recommended. This announcement should provide that the stockpiling program 
will be carried out through the purchase, during the harvesting season at market 
prices, of any 1951 production in excess of market demand and reasonable carry- 
over. 

The program in the oncoming crop year would operate as follows: 

After each crop estimate, commencing with the September 1 estimate, the 
Secretary of Agriculture will promulgate estimates of the prospective supply and 
effective demand for the crop year, the latter being the sum of his estimates of 
domestic mill requirements and effective export demand. 

In the event that the estimated supply exceeds the estimated effective demand 
by more than the amount needed to provide a reasonable carry-over at the end 
of the crop year, the Secretary will cause the Commodity Credit Corporation to 
buy an amount of cotton, equal to such estimated excess, in the open market on a 
competitive-bid basis. Such purchases shall be made in approximately equal 
weekly quantities, ending at the end of January, and commencing not earlier than 
September 15. On purchase. prior to October 1, the sellers shall be allowed until 
October 15 to make delivery. Any such schedule of purchases shall be adjusted 
to the basis of the subsequent revised estimates, to be promulgated after each 
successive crop estimate. 


Mr. Ranpoupx. There are two recommendations that were made 
in an effort to avoid the situation which we are now confronted with, 
but as you might well know, they haven’t been acted on yet, even 
though your committee has been insistent. 

Now there are just two or three things I would like to say about the 
stockpiling problem. I think it is a mistake to say that it is the same 
as putting the cotton in a loan. There are two or three differences. 
I will try to mention two of them. 

No. 1, section 303 of the defense production act of 1950 as it was 
amended in July provides that whenever an agricultural commodity is 
stockpiled under that section at least, that can’t be sold at less than 
the ceiling price on that commodity, which indicates that cotton is 
45 or better than 45 cents. 

Well, in the case of the loan that level is lower, it is 105 percent of 
the loan rate, plus reasonable carrying charges, as 1 remember it. 

Well, now that is a difference. If this cotton was stockpiled, it 
very definitely in my opinion would have an effect on the price. I 
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am not trying to say it is a preferable method to the use of the loan at 
all. That is not the point, but I do say that it is a different method 
and would have in my opinion a considerable effect on the price, as 
other witnesses have said here. I believe for that reason they could 
sell that cotton for 45 cents. 

Well, under present conditions I wouldn’t object to that very 
much; that oughtn’t to bring the other up. 

If it would get to where people would buy it at that, the price of 
all of our other cotton would be at that price. 

Now just one point I want to make and that will be all. Except 
in terms of this one marketing season, so far as we know there is no 
surplus of cotton—that is, assuming we don’t grow too much re 
year—but my guess is we won’t grow as much cotton, not nearly a 
much next year as we have this year, and that there will be a ahoruige 
of cotton, and it seems to me that aside from whatever effect it might 
have on the price, that from the standpoint of having a quantity of 

cotton on hand for military usage, it is extremely important from a 
national defense standpoint that a 1- -year excess or surplus should be 
set aside in case of having bad weather and a short crop next year, 
and if we stay in as much difficulty as we are in now, or if it gets 
worse, we would certainly be glad that the Government had that 
cotton on hand to supply the military machine. 

Thank you, sir. 

Senator Stennis. We certainly thank you for a very fine statement, 
Walter; and we appreciate your being here. 

(Witness exe ‘used. ) 

Senator Stennis. For the information for those who might want 
to know something about the schedule, it is now 3:20 and we have 
only two other scheduled features here on the program, after which 
we are going to open the doors here for any brief discussions or brief 
questions that anyone might make and I would like before you leave 
if everyone here would at least stand up and identify themselves, 
give their names and their organizations, if any, that they represent, 
and maybe a word about their interests. 

We come now to a gentleman who, as I understand, really knows 
something about the mechanics of the market and time lags in de- 
mand, and I hope he will explain it. Mr. Barringer, I think it will 
be helpful if you will cover the poimt there of why it was necessary 
in the cotton trade to have a sizable carry-over or backlog for the 
mills to operate on. I think perhaps everyone here understands 
that, but the others that are going to pass on this evidence are not 
familiar with it. 

Mr. Barrineer. All right, sir. 

Senator Stennis. This is Mr. L. T. Barringer, vice president of the 
National Cotton Council, whose home is in Memphis, Tenn.; and we 
are very glad to have him here with us. 

Mr. Barrincer. What I am going to say is In my own name and 
in the name of my firm; it may not be what the Cotton Couacil has 
to say or some other association. 

My name is L. T. Barringer, of L. T. Barringer & Co., cotton buyers, 
with headquarters at Memphis. I have been engaged in the cotton 
business for 30 years. My firm handled from 300,000 to 400,000 bales 
annually. 
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The matter I would like to discuss is that of the mechanics of cotton 
marketing, and what makes the market tick. And in opening | want 
to say if there is any way possible I would like to see the cotton pro- 
ducer obtain a minimum of 40 cents per pound for this present crop 
of cotton. He is entitled to it. When asked to plant the present 
harvest cotton was better than 40 cents per pound. 

Senator Stennis. Do you buy cotton and sell it to the mills? 

Mr. Barrinetron. That’s right. 

Senator Stennis. All right; go ahead. 

Mr. Barrincer. Now in order to obtain a fair price for this crop, 
the producer needs some help to market this 17,000,000 bales, plus 
the August 1 carry-over of some 2,000,000 bales. 

Substantially speaking, the marketing of raw cotton is geared to the 
cotton futures markets. These futures markets—viz, New York and 
New Orleans—are very delicate pieces of machinery, vet they are 
invaluable and serve both seller and buyer as a price guide and price 
insurance. 

The cotton futures market is a clearinghouse which acts as a 
medium for buyers and sellers. 

In the futures market you have two classes of operators, mainly 

(1) the professional speculator—very necessary to the maintenance 
of a futures market—and (2) the hedge operator, who either buys or 
sells and uses the futures market as price insurance. 

The price support in the marketing of cotton, other than the 
Government support program, comes mainly through the futures 
market and those who are willing to buy and run the market risk of 
staying long or open, expecting an improvement in price. 

In connection with price levels, various factors help to make a 
market. However, the main thing necessary during the harvest of 
any crop is a good distribution of the cotton, well-financed. This 
holds true for the farmer, cotton merchants, te xtile mills, jobbers, and 
so on, to the retail merchants. Naturally, the larger the supply of 
cotton the more and stronger financing necessary. 

A prime factor, the refore, i is the demand. When the finished goods 
demand is sufficiently broad that the textile mills are able to “book 
their capacity 3 to 6 months ahead, the market usually has a good, firm 
tone; but if mills are operating hand to mouth, and possibly carrying 
burdensome inventories of goods because of slow sales, the effects are 
also felt adversely by those marketing cotton. 

Last January 26, when OPS froze all prices on raw cotton, as well 
as textiles great uncertainty was created. Since then textile buyers 
have experienced continuous uncertainties of pricing and regulations 
in connection therewith. Practical planning ahead for even short 
periods of time has been virtually impossible. So much so that you 
have seen liquidated what approximated as of January 1 mill bookings 
of something like 4 to 6 months, down to a point of 3 to 10 weeks. 
Numerous mills have accumulated sizable inventories. Such is not 
beneficial for the marketing of domestic goods, which this past year 
accouuted for a consumption of 10,600,000 bales. 

However, if pricing confidence can be restored, we should see a 
consumption of something like 10 million, possibly 10}5 million bales 
for the 1951-52 season. Now as to our forei ign outlets, ample finances 
must be made available if we are to export 5's to 6 million bales—a 
figure which is not impossible—as against probable requirement of 
domestic and export needs. 
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Our supply for 1951-52 points as follows: 
Bales 


Crop 1951-52 17, 290, 000 
August 1 carry-over 2, 179, 000 
Imports 200, 000 
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Now, with a possible disappearance or minimum of 16,500,000 bales, 
the coming carry-over August 1, 1952, will be about 3 million bales. 
This is very nominal carry-over, and, as a matter of fact, 4 to 5 million 
bales would not be toomuch. Therefore, next spring, as mills consume 
and exports go forward, a real short supply appears very evident. 

Unquestionably, in view of needs by consumers for such great 
amount of cotton this year, the key to the producer obtaining a fair 
price for his cotton is good financing. The working factors which 
presently would be helpful to bring this about run as follows: 

1. Local banks encourage the producers to hold a good portion of 
their crop until weight of movement is passed and market in an 
orderly fashion. 

2. Removal of ceilings on raw cotton by OPS. 

3. OPS should be realistic in its textile pricing authority. It should 
establish pricing regulations which will encourage maximum produc- 
tion at times like this and not discourage it. 

4. Export-Import Bank should serve to the best of its ability in 
financing of exports. 

As to the producer, he has shown much confidence that cotton today 
is priced too low and, by experiencing good judgment through holding 
all cotton he is able to, has prevented the spot cotton market from 
going to the loan level (for futures around 33 cents). 

I think it safe to estimate that presently 50,000 bales daily are being 
classed by Government classing offices in the Memphis territory, which 
exceeds sales approximately 4 to 1. 

Mr. Chairman, that is pretty encouraging because, if we can con- 
tinue to hold out that amount, eventually the buyers are going to get 
worried and will have to pay a price to get the cotton. So it looks like 
the farmer is doing very well. There should be 150,000 bales a day 
being classed throughout the belt, and that would be 900,000 bales a 
week. Well, if you continue that for a while, the people that have to 
buy cotton are going to have to pay a reasonable price for it if they 
get it. I think it is in the hands of the farmers for the time being, but 
he can only hold it as long as he is going to have some of these other 
means to help him go through with it because he didn’t grow the 
cotton to eat. 

As some of the other gentlemen have said, we have got to get 
somebody to consume the cotton, but naturally the fellow that suffers 
is the fellow that is the weakest, and the farmers are in the weakest 
position of any of the members of the trade today because he is 
sitting there with something that he feels that he has to turn over 
and get some money out of, but if he can continue to show the courage 
he has and the confidence in the market, I believe he will be able to 
get more for his cotton if we can use the other means which are at 
hand to assist him. 

Belt-wide the record is just as good. This indicates strongly that 
the producer is doing a real job for himself and will continue to do so. 
Further, on the outlook for demand, the Department of Defense will 
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in the next few days begin a huge purchasing program, which should 
start the domestic markets moving at a much better pace. The export 
picture is now looking better, some 2 million bales of this season’s 
crop having been booked. Too, now ECA funds will be avaitable, 
around the middle of October, aad the Export-Import Bank will have 
its lending authority increased by $1 billion by October 1. We hope 
Mr. Whitten will see that that is added to it; we understand the 
Senate has already increased that lending authority to be added. 
These various essential factors necessary to the restoration of con- 
fidence all coming through as scheduled, and by adding other means 
as they can be developed, will, I think, prove profitable to the producer 
for such orderly marketing presently being practiced. 

The ginning peak sbowke come within the next 30 days, and this 
period will be very crucial. The Nation, from a defense standpoint, 
likely needs a 16-million-bale crop next year, but if the producer is not 
dealt with fairly on this crop, we may see a crop similar to last year 
of something closer to 10-million bales, which would be a national 
calamity. 

If the state of emergency continues to exist and abnormal produc- 
tion is requested for next year’s stock, the Department of Agriculture 
should be called upon to establish a cotton loan minimum of 110 
percent of parity. 

Now, that is my statement. I would like to say that the foreign 
buyers have had their problems as well as the domestic centers. 
Their finances, of course, have been dropping; some of them have 
been looking forward to getting ECA money for this coming year, 
but that hasn’t happened in the degree that it has in the past; that 
has been reduced materially. 

Now we get to the Export-Import Bank, and as Mr. Whitten 
mentioned just a little while ago, it is going to be a question of edu- 
cating these countries to coming in and asking for loans. 

Now, as to those loans and what would help them to qualify for 
them, I think that there is going to be quite a bit of money spread 
to our allies or friends, if we may call them that, in Europe and that 
is through the military aid. 

If we can get the Export-Import Bank to make these loans to these 
foreign countries before they go and buy cotton from other foreign 
nations, we give them the temporary loans on a repayment basis, 
then when this military aid goes to work, there is no reason why they 
won’t be able to make repayment of those loans. 

There is one big question; as I understand, we are letting Mr. 
Eisenhower set up a lot of this foreign-aid program. It seems that 
we should call on some different men or branch or defense department, 
but they should do everything they can, and they should let these 
people know on the other side that when they get that money that 
even though they haven’t borrowed money from the Export-Import 
Bank, that that part of that money is coming back over here. 

If they have got to have cotton, they are going to buy it from us 
rather than to take our money and go to the foreign countries. 

It was necessary to restrict ECA funds to borrowing American cot- 
ton. ‘They were going down and buying Mexican cotton and Brazilian 
and Indian cotton, and if we don’t do something we are going to lose 
the value of this military aid that we are putting out to these people 
now. and I don’t see why those people couldn’t be called on, these 
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foreign nations, to really play ball with us, because we are certainly 
playing ball with them. 

Now if we can get a fairly good financial set-up going in these 
foreign countries and there is no reason why they shouldn’t take this 
military-aid money, it looks to me and it will enable us to finance not 
only this cotton crop but the next cotton crop. If we used the Export- 
Import Bank, it can be a medium, and as I see it, a medium for the 
marketing of many millions of bales of cotton. 

Where these nations don’t have money, maybe a lot of them 
6 months from now or a year from now will be getting this military-aid 
money and they don’t have to come back through the bank, but if we 
don’t caution Mr. Eisenhower, he has got his battles to think about 
and he is not going to think about ours, if we don’t get after him and 
give him a friendly hand on this, and it looks like before he actually 
gets the money, somebody in authority should really have a little 
talk with our defense people in Europe, or the people who are going 
to make the trades and agreements with the foreign governments. 

Now, on the domestic front here, January 1, the mills in this 
country, were approximately from 4 to 6 months ahead. Now, in 
that you have a lot of the second-hand buyers we call them; they are 
jobbers and merchants who go in and they are not exactly speculating 
on goods but they are buying them and turning them over for 
small margins. 

Well, they finance a lot of cutters and garment manufacturers and 
what have you; well, some of these people, their margins are pretty 
thin and when the OPS began to stagnate things, that is the way a 
lot of this was brought around; it was stagnation rather than actual 
price regulations. 

They have created so much uncertainty in the textile mills from 
day to day that no one would know what they would pay. 

Well, a lot of these people who had bought considerable goods, 
they began to get what they had in them. They didn’t want to make 
any commitments; those sales would run into new sales from the 
mills and at the rate of eight to nine hundred bales a month; when 
you put that kind of shrinkage in the market, you can see what hap- 
pens in the mills. 

The mills drop down; in the month of July they deferred shipment, 
and also in the month of June they deferred shipment; some of them 
canceled out. 

You can see what happened to the mills; everyone says, “Well, 
we don’t know, it is not a question of how low you can go, but it is a 
question of whether to liquidate,’ and so I think the military starts 
buying again and everybody feels that they should get on a basis 
where if they buy something it won’t show a loss the day it is shipped 
to them. I think you will see the domestic markets pick up and it 
is not impossible to figure that next year we may see nearly as good 
consumption as we have had this year, because we have taken up such 
a big borrowing slack in the market in the last 3 or 4 months; and so 

if we can consume from 10 to 10 million bales next vear, and export 
5% million or maybe 6 million bales, we should have a good market 
and the question of it is getting this OPS to deal fairly on this question, 
because if they continue to stagnate, which they have—— 

Senator Stennis. Pardon me, they stagnated when they put the 
ceiling on, and in what other way? 
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Mr. Barrincer. The price to textile manufacturers, or to dealers 
or textile merchants, we will call them. There has been so much 
conflict when those regulations were going to be issued, as to what 
was going to be said in them. 

Senator STENNIS. You may issue some threatening statements 
there. 

Mr. Barrincer. Always you can bring these threatening state- 
ments in, and we don’t want it in the press, off the record. 

Senator Srennis. Off the record. 

(Off the record discussion.) 

Senator SrenNis. Your testimony here with reference to the need 
of the 110 percent of parity support price, was not given as a cotton 
producer, but as a dealer in cotton who sells to the mills? 

Mr. Barrincer. Yes, sir; that’s right; and I will say this, I believe 
that you would get 95 percent of the textile mills that would 
along with you on that kind of an idea 

I don’t think that the textile people would come in as an organiza- 
tion and object to it; you might have one or two objectors who would 
get that in anyway. 

Senator Srennis. | am thinking of that from a military needs 
standpoint because I think it is going to come down to a question of 
what the farmer is going to do next March and April about preparing 
for planting cotton. So that is your recommendation, that as a 
minimum it would be 110 percent of the parity loan value? 

Mr. Barringer. A minimum, yes sir; because I think that the 
rest of the people in the defense program, you people in the Senate and 
in Congress know how much has been given to the other industries and 
it is not right for the farmers of the country to be bearing the brunt 
especially on something that is as essential as cotton. 

Now you may put steel ahead of cotton, but certainly you have got 
to put cotton as the second important. We are practically being 
ignored. 

Representative ABERNETHY. Do you make that apply to wheat and 
corn? 

Mr. Barringer. Whatever is essential; I will tell you this now, 
Mr. Congressmen 

Representative ABERNETHY. I want to ask you one other question; 
I don’t think we ought to leave the wrong impression; 110 percent of 
parity to do what? 

Mr. Barrincer. To produce 16 million bales if they asked for that 
next vear. 

Representative ABERNETHY. All right; suppose they ask for 14% 
million? 

Mr. Barrincsr. That is above normal; whenever they get above 
what would be a normal consumption, and I think normal is spelled 
out pretty well in this day; whenever they get at least 1 million bales 
of cotton more than needed, then thev are certainly declaring a state 
of emergency as far as cotton exists. 

Representative ABERNETHY. Of course the law as now written, he 
can support it above 90 percent only to get production. 

Mr. Barrincer. That support is on ‘Arizona cotton; this year as 
vou know they did it in order to get production on the long cotton 
in Arizona. 
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Well to tell you the truth, the short cotton is more essential than 
long cotton because we need more of it; we just need so many bales 
of the long cotton, and look how many bales we need of the short 
cotton. 

Getting back to your wheat or something of that nature—— 

Representative ABERNETHY. The reason I asked about that was 
that if you go on the floor of the House of Representatives and talk 
about that, as many times as cotton has been on the floor, everybody’s 
hand is going up in the air and the wheat boys and the eggs and the 
flax and eggs and chickens, and so forthe—— 

Mr. Barrincer. That’s right, if you get into a situation where you 
can’t come out of it in any other way, you may have to allow the 
farmer to put so many bales in the loan at such and such a price, but 
when they figure it up, it would be possible that maybe the wheat 
wouldn’t be anything like the amount of proportion that cotton would. 

Representative ABERNETHY. I think flax in World War II was sup- 
ported at about 142 percent, nearly 150 percent. ° 

Mr. Barringer. But if you had a support this year and you only 
allowed the farmer to put 3 bales out of 10 in it at a high support 
price, if you had bottled that up, you would have brought the rest 
of it up to that. 

If they allow you to put a certain percentage over there at a good 
price, they will get the rest of it up, but if you don’t do something 
to help the farmer out, you will have 10 million bales. 

Mr. Brannan won’t dare come up next year if we are still in 
war and let this cotton go unattended; he will come in and say, “We 
have got to have 14 million bales or 15 million bales’ if we are in a 
state of war, and if he does that in that situation, he is taking the 
obligation on himself to get out and offer some kind of a stabilization 
or insurance to the farmer on his cotton crop because if this war 
would collapse, the farmer would certainly stand a chance to lose 
quite a sum of money. : 

Now, there is where the Government would come out. You see, 
the Government is going to lose out on that too. Well, it wouldn’t 
if conditions switched about so that maybe you wouldn’t know what 
the next day would bring, but it would be so many cents a pound 
all over the world. Cotton got as high after the course of the World 
War as it was before, but the different farmers couldn’t stay with it 
that long, so that is how the Government can come in here and cer- 
tainly carry the burden on this question. 

Representative Wairren. We might as well be practical, and I 
hope we can be, but in the House of Representatives there are 435 
Members, and about 90 of them are from the cotton area or have 
some knowledge of cotton and its problems. 

When you get to 110 percent of anything, it sounds like 10 percent 
over some, and in the public mind 110 percent of parity is taken as a 
fair price; of course it isn’t, the 90 percent of parity is somewhat 
similar to your 75-cent minimum wage, just guaranteed to labor. 

The actual prevailing wage is nearer $1.25 to $1.30. Cotton to be 
on a comparative basis with actual prevailing wage rates would be 
around 50 cents but when we come in and talk about 110 percent of 
parity, when parity in the public mind is interchangeable with a fair 
price, you can see how much chance we in the Congress have of 
getting it through. 
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Now the point I make is that the same thing done another way 
might be the answer, but you have got to come out to 110 percent; 
you have got to strike at what is figured as parity. 

Mr. Barrineer. I agree with you on that, but you are going to 
have to get something of a figure like that to get the farmers to go 
ahead with another crop of 16 million bales next year, if it is necessary 
at that time that we need that kind of a crop. 

Representative Wurrren. Well, in the first place, why shouldn’t 
the Government do this just like it does in other industries, instead 
of having it look like you are doing something special for the farmer; 
why shouldn’t the Government say, ‘‘We need 3 million bales for the 
military; here is a firm contract for 3 million bales.” 

Then you don’t look like you are giving the farmer something 
special, and I think it is a much better approach than for us to go in 
and say, ‘‘We want for the farmers 110 percent of something.” 

Mr. Barrineer. You had better stand ready to buy 75 percent 
of the crop at that figure, when you make an offer. 

Representative Wurrren. If we could get any assurance that 2 
million or 4 million was going off the market tomorrow, I think you 
will agree that the price would be up to 40 cents inside of 30 days. 

Mr. Barrincer. That is right. 

Senator Srennis. You have certainly made a helpful statement 
and we appreciate your coming here to testify. 

(Witness excused. ) 

Senator Stennis. Now, we come down now to a gentleman who 
has worked on this meeting today and helped plan this agenda, and 
is familiar with all these subjects. I am going to call on Mr. C. R. 
Sayre, chairman of the steering committee of the Beltwide Cotton 
Producers Committee of Seott, “Miss. , and he i is an authority on this 
cotton; all right, Mr. Sayre. 

Mr. Sayre. Mr. Chairman, first I want to say on behalf of the 
various groups who are assembled here, how much we appreciate 
your ability to hold these meetings in Memphis and how much we 
appreciate the presence of Mr. Gathings, Mr. Abernethy, Mr. Whitten, 
and Mr. Smith, to review this problem with us. 

My name is C. R. Sayre from Seott, Miss. I appear here as a 
cotton grower and as chairman of the steering group of the Beltwide 
Cotton Producers Committee. 

More than 1% million cotton farmers produced the 17,291,000-bale 
crop now at hand. This 72-percent increase in a single year was made 
at the request of the United States Department of Agriculture for 
“at least 16,000,000 bales” in 1951. The psychology was to have 
more than enough to be sure. Cotton farmers understood that the 
added production was needed to meet military requirements in this 
country and in friendly nations and to give adequate supplies of raw 
cotton here at home. Such production is not fantastically large. In 
fact, it is only 8 percent greater than the goal which I repeat was 
presented to the grower as a minimum. 

When the 1951 crop was planted last spring, prices were bumping 
the ceiling—45.76 cents per pound for Middling '%,-inch here in 
Memphis. Farmers were not promised 45 cents nor even 40 cents. 
But, neither were they warned that it might go down to lower levels. 
When harvest began last month, cotton prices started to the support 
level—31.73 cents for Middling 1%¢-inch staple. The difference, ap- 
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proximately 14 cents per pound or $70 per bale, is the big spread which 
has caught the grower with this crop. Prices, ‘patriotism, furtherance 
of the long-term markets for cotton, and farm organization efforts 
were the four prime factors stimulating the added production. A 
price of about 40 cents per pound was in the mind of most growers as a 
fair value. High officials in the Government and leaders in the cotton 
industry have likewise indicated that about 40 cents per pound was 
reasonable for the 1951 crop. 

The individual cotton grower has only one thing within his direct 
contact, that is the Government loan which on many cotton farms is 
less than the cost of production for the 1951 crop. If the grower offers 
his cotton for sale, he can get $5 to $15 a bale above the loan. Mr. 
Chairman, I think you have noted the views of the vast majority of 
cotton farmers that $5 to $15 above the loan or 33 cents to 34 cents is 
not a fair price for this cotton. The need for this cotton has been 
reaffirmed repeatedly by both Government and industry leaders. 
Without implying criticism in a negative sense, it is an obvious fact 
that up to now few people on the buying side—governmental or 
private—have been willing to put their pocketbooks behind the 
propaganda for cotton in 1951. 

Confidence, continuing confidence, time-tested confidence, is the 
main core of group action, either Government or business, in a de- 
mocracy. It is painful for various producer-leaders to report to you 
that the confidence of the rank-and-file cotton producer has been 
cracked and tarnished by being pushed into deep water and permitted 
the dubious opportunity to swim or drown financially against what 
has been portrayed unnecessarily by some as a floodtide of cotton. 

Normally 85 to 90 percent of the cotton is ginned prior to December 
1, and much of it is sold as ginned. The long-t term history of market 
prices for storable commodities like cotton is that the price is low 
during the period when the bulk of the commodity is reaching the first 
buyer and then works higher later in the marketing vear. In addition 
to the normal market pattern, there are many justifiable reasons why 
cotton prices this vear should go up later on. For example, the in- 
herent time lag before efforts to stimulate demand can be felt in the 
market is important. Even the highly desirable cease-fire in Korea 
should not basically reduce the need for cotton. 

As noted here today, the leadership among cotton producer groups 
has urged each individual not to dump his cotton onto the market 
in big wads this fall, but to market it in an orderly fashion. Also, 
the Production and Marketing Administration launched an educa- 
tional campaign with that objective. I must report that there is 
unexcelled cooperation between groups—farm organizations, coopera- 
tives, bankers, production credit associations, and State and Federal 
agencies in that program. 

“In most States the undertaking has been centered upon the slogan, 
“Put one bale out of every two in the Government loan for at least 
4 months.” It is often said that a small surplus, or a small amount 
of cotton trying to find a home governs the market. In reverse 
fashion 5 to 6 million bales put in the loan can shift prices from the 
amount necessary to keep cotton out of the loan to a higher level 
possibly $15 per bale required to bring it out of the loan. Iam happy 
to report to this committee that the response on the part of the 
farmers has been excellent. Spot sales so far this season have 











STOCKPILING OF COTTON 159 


amounted roughly to 55 percent of the volume a year ago in spite of 
the fact that ginnings of 2,014,444 bales on September 1 were the 
highest on record. Last week the sales on 10 reporting markets were 
only 245,300 bales out of a 17,300,000-bale crop compared with 
263,100 the same week last year when the crop was only 10,000,000 
bales. 

Gentlemen, orderly marketing of this crop is of major consequence 
for the maintenance of supplies of needed cotton in three ways: 

1. One way it will help is to maintain the quality pattern so that 
kinds of cotton needed will be on hand. Salvage selling and the use 
of a lot of the strict Middling White cotton in products for which 
lower-quality cotton would serve would not be the best utilization of 
existing supplies. Mention was made this morning and it should be 
emphasized again that the 1951 crop is of outstanding quality in many 
areas. It would be much easier in stockpiling to get the amounts of 
the various kinds of cotton essential for emergency uses from the 1951 
crop than it would be from a crop having qualities comparable to the 
1950 crop. Stockpile sales can stabilize market on high side. 

2. A second way which orderly marketing helps in the maintenance 
of supplies of strategically needed cotton is its stabilizing influence 
upon market prices ‘and upon grower attitudes. The idea for pro- 
ducers helping themselves out of this j jam started about 10 weeks ago. 
Confusion, uncertainty, and pessimism prevailed throughout the 
cotton States east of Texas at that time. As the yield prospects gave 
way to drought in many patterns of Texas, growers there met up 
with financial jeopardy. In New Mexico and westward, grower views 
were at first complacent, but water problems, labor shortages, high 
costs, and production on marginal lands have stimulated much interest 
in orderly marketing. 

Stabilizing prices at reasonable levels would get many growers out 
of financial difficulties and provide capital for production in 1952. It 
is highly significant, too, that if cotton were to be sold at loan levels 
by most growers, then many, many of them will be soured on cotton, 
particularly from Texas eastward. We now have profitable alternative 
enterprises which can take the place of cotton in many parts of the 
Belt. Many of these enterprises require less labor and less capital 
than cotton. The long-term trends in the Cotton Belt are causing 
it to contract all along the fringes, except in the Southwest and West, 
in favor of other crops. Loan-level prices would greatly accelerate 
those trends and build up bitter resistances to cotton in some areas 
in the future. It will take much more than educational campaigns to 
overcome such resistance, once established, and meet future military 
and domestic requirements. You cannot look to the West for ever- 
continuous expansion, particularly if progressive inflation continues 
to keep the price for many limited-production commodities high rela- 
tive to a bulk-use crop such as cotton in which high-level production 
has been a main bulwark against inflation. In short, without orderly 
marketing, cotton will be unprofitable on too many farms this year to 
get high produc tion next year without taking some of the hazards out 
of the deal. 

As a third point, without orderly marketing it is quite possible 
an prices this year could be at loan levels this fall when the grower is 
selling and then go up markedly later as this committee and others are 
able to unravel stockpiling, Export-Import Bank credits, revolving 
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fund operations and other stimuli for effective demand. Nothing 
could chill prospects for continuing high-level production more than 
for that to happen again this year. 

Gentlemen, cotton farmers remember all too well that they absorbed 
the costs of the imposition of export allocations at the height of the 
market season last year—approximating 3 to 4 cents per pound—only 
to see the price get out of hand in January and foreign cotton sell for 
approximately twice as much as the average grower got in the United 
States. The repetition of such a seasonal price pattern must be 
avoided one way or another. We need allies. They need arms and 
equipment too. Can we push for economic redevelopment abroad 
and at the same time shut off raw materials? 

Orderly marketing is working. It will get many farmers out of 
financial trouble and will help spare many agencies embarrassment 
in the eyes of the farmers with the 1951 crop. But it is only a solution 
for a few months. A full solution for 1951 will require the further 
stimulation of demand for cotton at fair values. Without such a 
solution now, there is bad trouble ahead to keep cotton supplies up to 
the needs of an emergency which can easily be a generation or more in 
duration. 

A vigorous, economically sound cotton industry is one of the most 
important factors in the reserve strength of this Nation. Producers 
of synthetic fibers cannot expand production 72 percent in a single 
year, regardless of the extent of indirect subsidies through soft-tax 
contracts. But, of still greater importance, do you as members of the 
Armed Services Committee of the United States Senate think that it is 
good national policy to shake the confidence of one-fourth of the 
Nation’s farmers and jeopardize future supplies of strategically needed 
cotton for the future by not following last spring’s pleas for cotton by 
timely and effective action today? 

I shall venture a summary of seven proposals as to next steps: 

1. That congressional leaders and all farm groups urge growers to 
make in an orderly fashion thorough use of CCC loans. This will 
give time to work out stimuli to demand. 

2. That the Armed Forces Committee, if they agree with the con- 
clusions drawn here, request a specific answer now from the Secretary 
of Agriculture and the President of the United States as to their plans 
and as to the timing of the action concerning stockpiling cotton. 
Growers must know what they can count upon. 

3. That the Armed Forces report actions and not just policy for 
immediate purchase of their requirements. 

4. That export-import landings be followed more aggressively for 
the export of cotton. 

5. That the reactivated revolving fund authority be extended to 
all countries to which the United States exports cotton. 

6. That the military-aid program to North Atlantic Treaty coun- 
tries, Spain, Greece, be recognized as a potential source of dollars 
as well as ECS. Six billions of dollars have been appropriated. 
Equipping armies in friendly nations will require cotton as a raw 
material. 

7. That the Secretary of Agriculture explore, through public hear- 
ings under section 402 of the Agricultural Act of 1949, the necessary 
price supports and other conditions involved in meeting cotton- 
grower problems in 1952. 
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Senator Srpennis. Well, that is a very fine statement and we 
appreciate that greatly. I think your summary is fine and your points 
are very much in line. 

Mr. Sayre. Thank you very much. 

Representative Wuitren. | first want to say that I don’t know 
of any better authority than Mr. Sayre on this whole subject, but 
we need to do what we can for the immediate situation, for the 
bargaining position of the American cotton farmer in next year’s 
crop, and we shouldn’t overlook that. 

If we are going to continue to do the job, we need some consideration 
toward the treatment given to other segments of the economy. It 
is easier to do that in the future if you are bargaining than on the 
obligations in the past. 

Our strength lies in what we are willing to do from now on. 

Mr. Sayre. I agree with you, for any community which has a 
demand such as cotton, there is nothing more clear than the fact 
that under many minds a demand condition, a soft-demand condition 
particularly, a short crop, will sell for more than a big one; industry 
figures that were reviewed here today were most interesting on that 
line. 

Representative WuitTeNn. Cotton that:the farmer puts in the loan 
will help some, but it will help a whole lot more to know the outlook 
for next year, to be sure it isn’t going to be the same as present 
conditions. 

Mr. Sayre. Yes, sir. 

(Witness excused. ) 

Senator Stennis. That is all of those we have listed here; I hope 
we have time to call on everyone here as far as that is concerned, but 
first let’s clear up this matter, as some have to leave at 5 o’clock. 

We have the Commissioner of Agriculture here from Mississippi, 
and we are very glad indeed to have him here; I understand you have 
to leave here about 5 o’clock; is that right? 

Mr. Cor.tey. That’s right. 

Senator Stennis. I am not asking you to be brief, but I suggest 
that we all have to be brief if we are going to get a chance to let 
everyone be heard. 

Mr. Coruey. Mr. Chairman, [ think anything I would attempt to 
say would be an anticlimax and I think we will all go home better for it. 

Senator Srennis. The question has been raised about just what 
does the statute provide with reference to the resale of any cotton that 
might be stockpiled. I have the law here; it states in substance that 
it cannot be returned to the market or resold for industrial uses 
except at a price equal to the ceiling price for such commodity. So 
if cotton is put into a stockpile under this loan now, it couldn’t be 
returned to the trade at less than the ceiling price then prevailing on 
cotton. 

Mr. Ranpoupx. Mr. Edwards is here representing the Missouri 
Farm Bureau Federation and I suggest you give him an opportunity 
to be heard if he is still here. 

Senator Srennis. All right; call him around if you will, Mr. Ran- 
dolph. 

Mr. Ranpoupn. I guess he left. 

Mr. Avery. I don’t have any particular point to make; I 
represent the Missouri Farm Bureau; | am a member of the State 
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board and I am a cotton farmer in Missouri and a farm manager. 
We have had a disastrous crop season and the production that we 
have, had a high cost of production and we have no chance of getting. 
from this crop the cost of production. We are in an area where certain 
parts of our section have lost as high as 40 percent of the cotton in 
acreage alone. 

Senator STENNIS. Due to floods? 

Mr. Avery. Due to floods and unsual conditions, and some from 
labor. We did have $12 per day paid for hoeing cotton on a 9-hour 
day in place of a 10. 

We had that thing, and we are much concerned with the supply 
of labor for another crop, particularly since in our area this thing of 
being sold down the river has affected us so drastically and we do have 
other crops that we can produce at some profit without that question 
under present pricing conditions. 

Senator Srennis. Naturally, it would go to those where it held, 
and the price was more assured. 

Mr. Avery. Well, certainly this thing was brought up of the 
support price on other commodities and a suggestion ‘of 110 percent 
of parity and 210 on a bushel of soy beans as compared to 211 last 
year. We have an increase of 27 cents per bushel on corn-support 
price as of last year and the only way a cotton farmer can figure it is 
that he has an approximate 30 pere ent reduction in the price in cotton, 
and vou can’t keep from making those comparisons irrespective of the 
cost of production. 

Senator Srennis. Thank you very much for your statement. | 
have a note here that Judge Oliver of Proctor, Ark., is here. 

Judge Oxiver. | hadn’t expected to make any statement, but you 
brought out a point a while ago that we should consider next year, 
bargaining position. 1 will try to be as brief as 1 can on this. 

Now in 1949, which was a big crop year, only 33.2 percent of the 
cotton crop was Middling or better in grade and in 1950, which was 
a short crop, about 38 percent was Middling in grade. 

In other words the basing of parity on Middling i is not fair to the 
farmer. It would be much fairer if you based it on Low-Middling 
cotton instead of Middling, and I think it would be much easier to 
get that up in Congress than to talk about 110- or 120-percent loan; 
and as you brought out your point a while ago, I thought | would make 
that suggestion. 

Senator Srennis. We certainly appreciate that point; it is of 
value. 

Judge Ouiver. It would make a difference of 5 cents a pound in 
our loan price this year. 

Senator Stennis. | announced this morning that anyone who had 
a question in their minds to ask any witness, if they would withhold 
it until we got through the morning and we would give you a chance. 
Is there anyone that has a question that they want to ask anyone that 
has testified? 

(No answer.) 

All right; Mr. Woodrow Luttrell is here, of the Tennessee Farm 
Bureau market. 

Mr. Lurrreti. Mr. Chairman, I don’t think I have any remarks 
to add to the comments that have already been given; I think it has 
been very helpful and I am sure our farmers in Tennessee are going 
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forward with an orderly marketing program; that is one of the solu- 
tions to our problem, and then you should base future things on 
future planning. ) 

Mr. Sayre. I should like the privilege of introducing Mr. Harry 
Baker of Fresno, Calif., who most of you know is a cotton grower; he 
does not have a statement to make but he has been here representing 
California. 

Senator Stennis. We are very glad to have him here. 

Mr. Sayre. And then I want to mtroduce a next-door neighbor, 
Mrs. Florence Ogden the chairman of the cotton committee. 

[Applause.] 

Senator Srennis. We are very glad to have you Mrs. Ogden; she is 
a real supporter here, and then I see Mrs. Sellers over here, and if you 
give us the name of the lady with you—— 

Mrs. Setters. Mrs. Poage from Rosedale, Miss. 

Senator Stennis. We are very glad to have you here indeed. 
Would you like to make a statement either one of you? 

Mrs. Oapen. I would like to make one. I think the farmers would 
be idiots if they plant another 16 million bales of cotton, which ought 
not to be on the record. 

Senator STeNNis. Well, I believe it would be fine if we could let 
everyone that has not been called on stand up and give his name and 
let us get it in the record; and I want to especially thank you for your 
attendance. 

Mr. GREENWELL. Johnny Greenwell, Haiti, Mo., Missouri Cotton 
Producers Association; I want to back Judge Oliver in his idea of 
placing parity on Low- ‘Middling. 

Senator Srennis. Thank you. 

Mr, Diavanry. My name is C. H. Diavaney; we are very ioterested 
in how much labor we are going to be able to expect for our crop next 
year and to finish this one up. We have got lots of cotton that is not 
going to be harvested unless we get something on this international 
agreement. 

Mr. Smirn. C. Smith, Magee, Miss.; we are certainly interested 
in this program so far as this is concerned. 

Mr. GarrarpD, Jr. My name is W. M. Garrard, Jr., cotton producer 
at Indianola; regarding the parity formula that was referred to, I am 
sure the price we paid for cotton is now reflected in that 32 cents parity. 

Mr. Murray. My name is A. L. Murray of Arkansas. I don’t 
believe they will plant much acreage next year unless they get more 
money next year. 

Mr. Pooir. My name is L. R. Poole, vocational agricultural school 
for Mississippi; I would like to say that our crop is so much better 
than it was a year ago, and that it looks to me like we should be able 
to utilize any future crop we might produce. 

Senator Stennis. Well, | understand that the world hasn’t what 
cotton is needed; it could use three times what is produced. 

Mr. McCarver. My name is W. R. MeCarver, of Mississippi. 

Mr. Howrey. My name is Mr. Howell from Calhoun City, Miss. 

Mr. Wauu. My name is T. D. Wall of Calhoun County, Miss., and 
I am a farmer. 

Mr. InMANN. My name is Rodney Inmann, cotton buyer down in 
Mississippi, farmer and chairman of the community of the P. M. A. 
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164 STOCKPILING OF COTTON 


I would like to explain to you what the average small farmer is 
thinking about this loan proposition. I see most of the little small 
farmers coming in to my office, 1- and 2-bale farmers, the unskilled 
farmer, and he is wondering if he puts this cotton in the loan what 
assurance would he have next spring. Would the price go up or 
down; if there is another big crop coming on, he will stand a chance 
of losing $12.50 a bale, if he ] puts that cotton in the loan today, and I 
know something about their value, and I figure up their cotton and 
figure up all of their expenses, and they are definitely broke; and they 
are not going to be very patriotic in the future unless we do take some 
steps to export this cotton or stockpile it, and raise the price up to 
near 40 cents. 

Senator STENNIS. Well, that is very fine; I think that is certainly a 
contribution to the record. All right, now on the second row. 

Mr. Couixn. My name is R. B. Colin, of Shreveport, La.; I am a 
producer and also chairman of the cotton committee of the farm 
bureau. 

Senator Stennis. Any statement vou want to make? 

Mr. Coutn. No, sir; it was a pleasure to be here. 

Senator Srennis. Let’s get to the other gentlemen. 

Mr. Moore. My namé is W. Moore, of Oakland, Miss., farmer and 
ginner. 

Senator STENNIS. Is there some statement vou can make along the 
lines of next year’s crop? 

Mr. Moore. I think the small farmer will cut back in his crop un- 
less he gets a satisfactory return for his crop this vear. 

Senator Stennis. How does he feel about going in the loan with 
his cotton? 

Mr, Moore. He doesn’t like it too well; he wants to sell it and be 
through with it. 

Senator Stennis. What is his objection; someone suggested to 
put it in that term; what is his reason for not going into the loan? 

Mr. Moore. When it is approved, he can get a little more money, 
and he has no assurance when he puts it in there that he can ever get 
it back. 

Senator STENNIS. He would rather take that difference in cash on 
the spot than take a chance? 

Mr. Moore. A great many of them would rather do that. 

Senator STENNIS. You can’t argue with him much if he is in need. 

Mr. Prrrman. My name is 8. I. Pittman, Coffeeville, Miss., farmer 
and president of the Mississippi Farm Bureau, and I expect that this 
meeting will mean a great benefit to us. 

Senator STENNIS. Well, we want to especially thank you gentlemen 
for coming up here and showing your interest. 

Mr. Parker. My name is W. Parker, county agent, Coffeeville, 
Miss. 

Senator Stennis. Mr. Parker, do you have something that you 
want to say? 

Mr. Parker. No, sir. 

Representative Warren. That is the second district. 

Mr. Ruaa. My nameis Mr. O. W. Rugg, from Casa Grande, Ariz., 
chairman of the Cotton Producers Association, president of the Farm 
Bureau. I just want to say one little thing. In Arizona, we won’t 
grow as much cotton by far as we did this vear if we don’t have much 
better assurance of a raise than we had this year. 
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I would also like to say that I believe the House and the Senate 
are going to have to figure out some method to do this, it is up to 
them to figure it out, a way of making the Labor Department and the 
other Departments handle the labor problems that are passed by them 
in the manner that they were intended to be handled when they were 
passed. 

We assume that the law says they are going to transport the work- 
ers which you get from the interior of Mexico to Arizona, at the cost 
of the Government. 

The Labor Department said there was no money, they can’t do it; 
so they won’t transport them, they turn them loose. They send them 
to Guadalajara which lies below the border and say, “If you want to 
work in Arizona, you get up there the best way you can” and we 
don’t get any labor. 

Senator Stennis. Well, we thank you very much, sir 
statement. 

Representative Garninas. Mr. Rugg, you gave me a good state- 
ment at lunch time, and I wonder if you will give that for the record? 

Mr. Ruac. We have the same man working for us in labor pro- 
curement this year that we had in 1948. In 1948, one man and the 
helper and four paid girls got us in 60 days approximately 8,000 
laborers out of Mexico. 

This year, and | have no proof of this, but the same man that was 
down in La Salles in 1948 was there again representing us; he said the 
Government has 24 paid personnel down there and to date, or to last 
night, they had crossed 180 men, and we got 8,000 men in about 60 
days with 6 paid personnel. 

Senator Stennis. Thank you very much; Now step around here if 
you want to say something. 

Mr. Hicks. My name ts R. Hicks, Mid-South Cotton Growers. 
I have no statement to make. 

Mr. Minyarp. My name is Pete Minyard of Blytheville, Ark.; I 
have no statement to make. 

Mr. Jonnson. My name is Mr. Jesse Johnson of Oxford, Miss. 

Senator STENNis. Do you care to make a statement? 

Mr. Jounson. Yes; in 1923 we made I think 7,937,000 bales and 
3 vears later, doing all we could, we made 18 adilion bales. 

We have a little more know-how now than we did then, but we still 
have that wide variation. 1 think it ought to give us something to 
think about. 

Senator STENNiIs. You had a lot more available labor then? 

Mr. Jounson. Yes, sir. 

Mr. Saunpers. My name is Raymond Saunders of Oxford, Miss., 
and | am a farmer. 

Senator SrenNis. Do you care to make a brief statement? 

Mr. Saunpers. I think if we are going to raise the price of cotton 
at all, we had better put it in the loan. 

Senator Srennis. All right. 

Mr. Kine. My name is ‘John King, county agent, Fayette County, 
Miss. I would like to say that I have enjoyed sitting in on this mee : 
ing today, Senator, and I appreciate the efforts of you fellows from 
Washington and what you are doing for the farmers. 

Also, | would like to say that only a small percentage of the farmers 
in Fayette County are taking advantage of the loan. However, they 


. for that 
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are not marketing such a high percent at the present time; they are 
carrying it over and waiting until they get their cards back, and I 
think the majority will be in the loan. 

Senator Stennis. Do you think as much cotton will be planted 
next year if this crop is sold at 34 to 35 cents? 

Mr. Kine. No, sir; I don’t think so, not in Fayette County. 

Senator Srennts. All right. 


Mr. Wei. My name is aiowiy Well, secretary and treasurer of the 
association, Oxford, Miss. 

I think a majority of our people put their cotton through the loan, 
but there is very little being marketed, and they are waiting to get 
their green cards back, and I hope they will go through the loan. 

Senator STeNNis. Half of it? 

Mr. We tu. Almost. 

Mr. Raauey. My name is J. C. Ragley, Mississippi, farmer, a 
member of the county bureau, I have enjoyed all of this good talk 
concerning the prospects of something being done for the farmers. 

They have had a mighty hard time making a crop, and it has been 
very expensive, and I am sure glad to get the news that we might get a 
little benefit from it. 

Senator Srennis. In the area you are familiar with, in your county, 
is it the most expensive crop? 

Mr. Raaiey. The most expensive crop I think that has ever been 
produced in the county, and I think the majority of them are going 
to put more of their cotton in the loan. 

Mr. Ranpauu. My name is C. F. Randall, county agent, Pontotoc, 
Miss.; cotton is not moving very much, but some of it is going into the 
loan, and we are hoping a large percentage of it will go into the loan. 

I appreciate being here. 

Senator Srennis. We are mighty glad to have you gentlemen here; 
I believe that brings us back to the rear row; start down at this end. 

Mr. Turner. My name is Mr. Turner of Belzoni, Miss.; I would 
like to say that [ would just like to emphasize what has just been said 
here; what we need is speed and action so that it won’t be too late. 
| would also like to say that down in our country, I think we are getting 
a large percentage of cotton going into the loan. 

Senator Stennis. What do you mean by a large percentage? 

Mr. Turner. I think possibly half of it, maybe more; it looks 
mighty encouraging. 

Senator Stennis. All right, the gentleman on your right. 

Mr. McKinney. My name is M. A. McKinney, from Pecos, Tex. 
I came from Washington last night after attending a meeting of labor 
yesterday, and at the discussion that went on there yesterday, they 
are being forced to reduce acreage in our country next year whether 
we want to or not and we are in the process of importing 12,000 men. 

There is one thought I would like to submit for your consideration. 

Senator STENNIS. Speak a little louder please, sir. 

Mr. McKinney. There is one thought I would like to submit for 
your consideration which may point to ) the need of stoc kpiling cotton. 

We have had some experiences in our area in which 24-D had 
been used carelessly, knocking some cotton out. 

If we have a major war, we can definitely expect a severe war, 
and it would be entirely feasible to destroy your cotton crop especially 
in deep water in that manner right away. 
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I submit that forthe experts, but it.could wipe out an entire portion 
of the entire long-time crop in the event of a war, and that seems 
important not only in the stockpiling of cotton, but cotton planting 
season. 

Senator Srennis, Is there anyone else that hasn’t been heard from? 

Mr. Watt. I feel like I want to present this one thought for what 
itis worth. It isa rural community; we don’t have too much cotton, 
but our labor is going north. I met one of my neighbors and he said 
he had two of his hands that left; he was supposed to have one, and 
he left to go to Toledo; they pick up ‘and go out. That is the way the 
trend is. , 

In my part of Mississippi it is going north. 

Senator Srennis. That is a very good point to bring in, and right 
at that point, too. Is there tie a else? 

Mr. Wineare. I have a telegram that I would like to read, on 
prices; I called on our extension service, since I wanted to get some 
information on cost of production this year, and I have a wire 

It reads: 

Group here at college prepared following estimate of total cost cash and noncash 
on per acre of cotton in Georgia this year yielding 309 pounds of lint estimate, 
followied items included in cost figures released periodically by United States 
Department of Agriculture: Estimated total cost on 1 acre come to $105.22, 
including seed, fertilizer, and poison, $18.17. Man labor, mule, machinery and 
equipment in production, $41.04; harvest, gin, market, $31.12; taxes, interest, 


and overhead, $14.89. These estimates cost mainly for producing cotton on 
familv-operated cotton farm, 


J. W. FAnnina. 

Now I would just like to say right there that the estimate for 
Georgia is the highest we have ever had, 309 pounds per acre, and 
based on that cost, they placed the cost of this cotton a pound on the 
market at exactly 34 cents per pound. 

Senator Stennis. Now that was mainly family-unit production? 

Mr. WinGate. Yes, sir; that is the family-operated farm. Now 
they produce a lot of this cotton, so I just wanted to throw that in. 

Senator SreNNis. Who was that estimate gotten together by? 

Mr. WinGate. That is signed by J. W. Fanning, the economist 
for the extension service, at Athens, Ga. They had some studies; 
they also based part of this on the periodic al releases by the U nited 
States Department of Labor estimating total cost per acre and so on. 

Senator SrTennNis. I am glad you brought that in. I think that is 
real good proof. 

Mr. Lurrrety. Do you think you will make that yield? 

Mr. Wineare. No, sir; I don’t think we will quite make it; we 
have a very good crop, but I don’t think we will make it. 

Senator Srennis. Is that over a 10-year period? 

Mr. Winaate. No, sir; that is the highest average we have ever 
had, 309 pounds per acre. 

Mr. Chairman, talking about cotton and the supply of cotton, 
I would still like to remind them that I still don’t think we have a 
surplus of cotton; we have February cotton because we are trying to 
sell a lot of it in a short time. 

They are talking about the Secretary of Agriculture; he has the 
authority to call a hearing; it is too late for this crop. He called for 
the 16-million-bale crop in October of last year; he could have set a 
price then; he can set a price legally for next year’s crop when he calls 
it. 
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He can set that crop and eall it right now; I think you are right, 
he cannot raise the market on this year’s s crop, but he can announce 
what he wants for next year and set the price on that, and that will 
certainly have an effect on this, and the farmers know that all other 
groups are getting contracts for defense work and they give them a 
profit. Where there is a doubt that they might get a profit, they get 
a cost plus, and they are disturbed about this situation and I don’t 
think you are going to get any cooperation when the Secretary calls 
for another crop. 

So whether or not there will be a demand for a higher guaranty, 
he will just not get it; they will find out next year, and ‘T hope it won’t 
be too late. 

Senator Stennis. Should that not be brought to the floor and 
brought to a head by the cotton industry now? 

Mr. Wineare. Mr. Chairman, the Secretary asked for 16 millio 
bales and we started fighting for a 40-cent floor that day; you re7 
member it; I asked him for it, and we started fighting for it. 

They told my board of directors the other day that they never 
fought for anything harder than for that 40-cent floor, and the Secre- 
tary knows that. He said, ‘‘You needn’t worry about the price, the 
job is going to be to get the cotton produced,” and I testified that we 
shouldn’t receive less. than that, and it was within his power. 

Gentlemen, you can’t take the blame off of these two men; if you 
take and stockpile it, you will start moving. The Secretary and the 
President are the only two that can handle it. 

Senator SrenNis. Has everyone had a chance to say a word? 

Mr. Barrincer. Mr. Chairman, here is a cable; we were speaking 
about the activities in Europe and getting them to file applications 
for loans. 


The Cotton Council, as you know, has sent Mr. Reed and Mr. West 
as chairmen of the export committee. So here is a cable from Mr. 
West. He just landed in Germany about 3 days ago. 

He says: 


Encouraged meetings Frankfurt and Bonn. Germans want credit to permit 
purchase of season’s requirements now. 

And he says that they need $70 million. Well, that is 350,000 bales, 
and if they get that much they are going to go right ahead on it. 

Senator Stennis. That is Western Ge rmany? 

Mr. Barrincer. That is Western Germany; he says they are going 
to Rome, Madrid, Paris, and Hague, and he says they are preparing 
for a meeting with Mr. Areys of the E xport- -Import Bank. 

He is going to stay with them for 2 weeks; it does look like if the 
fellows put it in everyday language, they will drum up some business 
for the Export-Import Bank. We all want to know what kind of 
exports can be taken out, and that is the reason I mentioned that. 

Senator Stennis. Off the record. 

(Off the record discussion.) 

Senator Stennis. Is there anything else now? 

Mr. Sayre. Mr. Chairman, | would like to request permission to 
submit for the record a statement entitled ‘Why Orderly Marketing 
of Cotton Is a Necessity,’ also prepared by a staff member of the 
National Cotton Council for the use of the belt-wide producers com- 
mittee, and other groups, in this orderly marketing program. It 
contains a great deal of factual material that I think is very pertinent. 
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Senator Srennis. Very fine; we can put that in the record. 
(The statement is as follows:) 


Wuy OrperRLY MARKETING or Corron Is a NECESSITY 


Last fall cotton farmers were called upon to achieve a tremendous job. 

They were asked by the United States Department of Agriculture to produce 
16 million bales of cotton in the 1951-52 season. At that time it was estimated 
that domestic consumers, plus exports and carry-over, would require all but 1 
million bales of the 1950-51 crop. This meant that, unless production was 
increased to a vast degree, stocks of cotton in this country would be dangerously 
low at a period when the Nation was mobilizing its resources against aggression. 

These official figures on the availability of cotton were presented: 


[Millions of bales] 


Carry-over, Aug. 1, 1950 siepet une ee 
1950-51 crop estimate ed at 9. 8 
Imports 2 

Total supply . 16.8 
Less estimated domestic consumption 10. 0 


Amount remaining for exports and carry-over gad tee ie ee 


Without export restrictions it was estimated foreign customers would take all 
but 1 million bales of this cotton. 


WHAT HAS HAPPENED? 


Cotton farmers rose to the tremendous challenge of increasing their production 
more than 60 percént in a single season, proving that cotton i. the only fiber that 
thus can expand its output in such a short time. According to the latest crop 
estimate, farmers not only have achieved a goal of 16 million bales but have 
exceeded that goal by more than a million bales. They have produced a crop of 
almost 17.3 million bales. They have realized this objective at a great deal more 
than the usual risk and expense. They have exceeded their goal despite the 
shortages and restrictions of a mobilization economy. 


WILL 17.3 MILLION BALES BE NEEDED? 
Let’s take a look at prospective supply and demand for 1951-52. 


| Millions of bales} 


1951-52 production 2a eC Se ey 17. 3 
Carry-over, Aug. 1, 1951 J ee A ER 2.0 
Total supply fs 19. 3 
Estimated domestic consumption Sic inte ie ie cc” 
Estimated exports BE rr ie ree ere! §. 5 
Estimated total disappearance ____- pe csr eee agers 16. 0 
Estimated carry-over ‘ ‘ ge Soak eee 3.3 


From these figures, thus it is indicated that the carry-over on August 1, 1952, 
will be only 3.3 million bales as compared with a carry-over of 6.8 million bales on 
August 1, 1950. 

The carry-over of only 2 million bales on August 1, 1951, was the smaliest in 
years. You will note also that this carry-over of August 1, 1951, was just about 
what it was estimated it would be when farmers were asked to produce 16 million 
bales. If exports had not been restricted the carry-over could very well have been 
1 million bales, as was originally estimated. One million bales would have been 
a dangerously low carry-over. 

Now, from these figures on production and prospective demand for 1951-52 it is 
indicated that all the 17.3 million bales of cotton produced will be needed and 
that only 3.3 million bales will be left over. Such a carry-over certainly does not 
indicate a surplus of cotton, especially during a period of intensive national 
preparedness, 
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THE WORLD COTTON SUPPLY SITUATION 


World cotton production in 1951-52 probably will total about 8 million bales: 
more than were produced in the previous year. This will provide for con- 
sumption, plus 2 to 3 million bales for building on depleted stocks. It was not so 
many years ago that addition of even 2 million bales to world carry-over would 
have been dangerous. An additiona] supply now, however, tends to be beneficial 
since world stocks on August 1 totaled only 10.9 million bales, the lowest level 
since 1930. 

Assuming that full-scale war does not break out, here are points to bear in mind 
that favor continuation of a strong global demand for American cotton: 

(1) Signs indicate continuation of the present high level of industrial activity 
throughout the world; a level, moreover, that should step up as mobilization plans 
by the free world gain further momentum. 

(2) In relation to the consumption rate, stocks of raw cotton are comparatively 
low in both the principal producing and consuming countries. We can expect, 
therefore, that stocks again will be built up. 

(3) In most foreign countries per capita consumption of cotton remains below 
prewar levels. This big potential demand will blossom as economic recovery and 
development proceeds in the world. 

(4) Recovery of foreign trade continues and availability of foreign exchange 
to buy cotton has increased. More free dollars are on hand because of larger 
exports to the United States and because of rising prices of many strategic defense 
materials. 

(5) The textile industry abroad enters the new year in a strong and healthy 
economic position. 


WHY IS THE PRICE OF COTTON DEPRESSED? 


The reason for the price decline is a shift in timing of the demand—a fear that as 
the big crop begins to move, immediate buying will not be strong enough to take 
care of it in the early part of the season. Dumping a large amount of cotton on 
the market in the early part of the season certainly would tend to aggravate this 
trend. 


WHAT HAS BROUGHT ABOUT A SHORT-RUN POSTPONEMENT OF BUYING? 


(1) The Defense Department has delayed placing orders for essential textile 
products and this military buying is not on the timetable that was indicated at 
the time farmers were asked to grow a big cotton crop. 

(2) Delay in military purchasing, with a resulting softness in the market, made 
everybody else decide to do a little delaying also. In the case of domestic mills, 
softening of their demend for raw cotton was greatly increased by operations of 
the Office of Price Stabilization, which five times in recent months, actuallv cut 
through contracts of mills with new ceiling actions. Everybody began to wonder 
when, if ever, OPS was going to stop juggling ceilings on textiles. In that kind 
of market situation, it’s easy to understand why customers of textile mills decided 
to pull out of the market as soon as possible. That produced cut-backs in mill 
operations and lowered immediate demand for cotton. 

(3) Foreign customers began cutting their orders as they saw our domestic 
demand softening. This problem was aggravated by some temporary declines in 
available dollar exchanges and other financing delays. 

For all these reasons, all of which are matters of timing and not of weakening in 
demand for the full season ahead, price of cotton has declined. 


WHAT CAN BE DONE NOW? 


The Federal commodity loan program was created for just such a situation as 
now exists. It was created to establish a system of orderly marketing; to tide 
the farmer over financially, and spread marketing of the crop over a period of 
several months, thus bringing supply and demand into better balance. 

The CCC loan program offers a major opportunity for orderly marketing of the 
1951 cotton crop. It can, and should be used, to help carry the volume of cotton 
which is not needed immediately by domestic mills and for export and which is 
in excess of the capacity of private financing facilities. Full advantage of the 
program can best be realized by putting cotton in the loan early. This will insure 
an even quality pattern. It will prevent clogging the gears of the program 
machinery. 
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WHAT GUARANTY HAS THE FARMER THAT HE WILL RECEIVE A BETTER PRICE FOR HIS 
COTTON BY HOLDING IT IN THE LOAN? 


In a free market, of course, there is no absolute guaranty the farmer will 
receive a better price by holding his cotton in the loan. However, timing of the 
flow of cotton into the market is the all-important factor in the price the farmer 
will receive and the loan offers him his best opportunity to control this timing. 

Secretary of Agriculture Brannan has said publicly that, provided marketing 
is in an orderly manner, price of cotton is bound to rise. 

Here are several important favorable factors which should be considered: 

(1) Secretary of Agriculture Brannan has lifted cotton export quotas and has 
placed shipments under a general licensing provision. This will enable rapid 
exports of cotton to friendly countries abroad. 

(2) The Export-Import Bank has announced its willingness to make available 
special credits outside the iron curtain for purchase of cotton. 

(3) The Secretary of Defense has remanded an order prohibiting forward buy- 
ing of textiles for mobilization reserve requirements, with the result that some 
branches of the Armed Forces have announced they will go ahead and place 
orders for anticipated needs. While impact of this buying cannot be felt right 
now it will affect cotton demand later. 

(4) Consideration is being given to the proposal of strategic stockpiling of 
cotton by the Government, since cotton is second only to steel in its importance 
as a war material. 

(5) Great Britain is reported to be considering a defense stockpile of a million 
bales of cotton in excess of British demand. 

(6) Concentrated effort is being directed toward stimulating foreign buying 
of cotton. This is taking time, and while effect cannot be felt immediately, it 
is expected to have an important bearing on demand as the season moves along. 

The Federal loan program offers the farmer an opportunity to hold his cotton 
until these forces become effective. 


Senator Stennis. Gentlemen, if you, or anyone whom you know of, 
has a statement that you wish to put in the record, if you mail it to 
my office in Washington, I will see that it does get in the record; in 
that connection, I have one from Mr. Agnew, president of the South 
Carolina Farm Bureau Federation, who explains that he cannot be 
here, and he has filed with it a very helpful statement in the form of a 
letter with an appended editorial, each of which you will please put 
in the record, Mr. Reporter. 

(The matter referred to is as follows:) 


Senator Joun C. STENNISs, 
Chairman, Subcommittee, United States Senate Armed Forces Committee 
on Cotton Supply, Marketing, and Price Situation, 
Memphis, Tenn. 

Dear SENATOR Stennis: I have today been invited to appear at a hearing 
before your committee beginning at the Peabody Hotel, Memphis, Tuesday, 
September 18. 

ri being impossible for me to attend, and due to uncertainty at the moment of 
availability of grower representation from South Carolina, this is to request the 
privilege of inse rting this statement into the record as the official statement of the 
South Carolina Farm Bureau. 

The cotton supply situation is admittedly such as to guarantee no burdensome 
surplus at the end of the present marketing season. It is generally conceded 
that the prospect for carry-over next August 1 is for no more than the 3,300,000 
minimum for the past 20 years, with the single exception of 1951. Present lower 
prices do not result from excess cotton but from a flooded market. 

Historically, cotton farmers have sold the bulk of their crop as ginned. Knowl- 
edge of this fact and habit is causing the trade to take the usual advantage of the 
situation. It is good business practice for the trade, and farmers should have 
no complaint since they willingly walk into the trap. 

For long, farmers have emphasized production which is their business and their 
first love. Orderly marketing has not appealed to the average little producer 
for obvious reasons and because he has neither been much encouraged by the 
trade nor our good agricultural agencies to practice it. Yet the small farmers 
produce the bulk of the cotton. 





172 STOCKPILING OF COTTON 


Use of the commodity Credit cotton loan program is the answer to the present 
difficulty but is not so recognized generally by small growers as to promise more 
than a partial solution to the present difficult price problem. 

Cotton growers in South Carolina and elsewhere answered the call for 16 mil- 
lion bales this year in good faith as a patriotic move and not as a cold business 
proposition. P 

Current cotton prices, the war preparedness scare, and the ceiling price on raw 
cotton last spring confused and led most growers to believe that 40 cents or 
better could be expected for this crop. Actually, they were never promised more 
than 90 percent of parity as a support price and that promise is being fulfilled— 
still they feel strongly that they have been betrayed. 

The same folks who advised them to plant a big increased acreage are now 
advising them to use the loan. Many of them are just a little wary. They 
remember a lifetime of experiences with a big crop, and they are not at all certain 
about the carry-over next August. The net result is that not enough cotton 
may be going into the loan to do the job that could be done with a real job of 
orderly marketing. 

What also can be done, and whose responsibility is it? Allocations for export 
have been lifted and the Export-Import Bank has been reactivated to facilitate 
immediate sales to friendly foreign countries. Maybe the armed services are 
placing orders for their requirements as fast as possible. The fact remains that 
the bulk of this crop is going to market at a disappointing price level. It may 
be difficult to obtain desired production next year. 

Stockpiling is debatable. Our distinguished Senator Maybank made a good 
point while here last week. He said that stockpiling at present prices could be 
advantageous to the Government, might bolster prices, but would not do the 
farmers selling the cotton nearly so much good as they could do for themselves 
by putting the cotton into the loan and obtaining better prices later. The other 
side of the picture is that stockpiling, if done now, would boost prices and would 
help farmers who are selling cotton—loan or no loan, With the stockpiled cot- 
ton definitely off the market and out of the supply picture as an emergency 
backlog, demand would be strengthened and higher prices result sooner. We 
are of the opinion that stockpiling would help if accomplished immediatelv 

Under existing circumstances, growers in the Southeast will likely curtail pro- 
duction of cotton in 1952—the West is less likely to do so. Sooner or later, a 
cotton acreage allotment and marketing quota program will become mandatory 
and highly desirable. With the trend of production toward the West, with no 
actual acreage planting records except for 1950, and under provisions of present 
law, the Southeast will suffer drastic reductions that may shake the economy of 
this region. 

With cotton production costs belt-wide at an estimated 8 cents per pound lint 
above 1950 costs, and with prices almost 8 cents under 1950 prices, the grower is 
in a squeeze. Aside from stockpiling and speeded up armed services orders, it 
may be too late now to do much about prices immediately; but it is a good time 
to make plans for 1952. Something more than promised or real higher prices 
next spring may have to be done to get needed 1952 planting. A sensible and 
sound cotton allotment program, which we favored, for 1951 and again in 1952 
could have obviated many of the difficulties. The Congress, the United States 
Department of Agriculture, and farmers are all partly to blame. Each should 
recognize this and make an honest approach to a solution. 

Congress did a poor job in cotton acreage allotment provisions of the Agri- 
cultural Act of 1949, USDA did a poor job of administration, and farmers erred 
in depending too much upon Congress and USDA to look out for their interests. 

As evidence of the fact that we did recognize the price problem as early as 
February of this year, attached is a clipping from the editorial page of the South 
Carolina Farm, February 1951 issue, the official publication of the South Carolina 
Farm Bureau Federation. 

Perhaps farmers generally recognized the price hazard common to high produc- 
tion; but they patriotically took a chance that somehow they would be protected 
against depressed prices on a crop that they were being urged to produce in abun- 
dance as a defense measure in time of need. 

We wish to congratulate and commend you and members of your committee 
for patiently going fully into all phases of this immediate major cotton problem. 
We hope that from your faithful service and diligent effort something develops 
that will alleviate the present deplorable cotton price situation insofar as prac- 
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ticable. Chances are that prevention of recurrence of this same major problem 
may hold the greatest promise. 
Respectfully submitted. 
k. H. Acnew, 
President, South Carolina Farm Bureau Federation.’’ 


[Editorial] 
Tuar 16-MiLLion-BaLeE CoTron Crop 


Nobody knows what the price of cotton will be in the fall of 1951. There 
ssems to be little doubt about, needing 16 million bales production this vear. 
Whether so much can be produced and harvested remains to be seen. 

Cotton growers in South Carolina are not likely to produce their share of a 
16-million-bale crop unless weather conditions are extremely favorable. Our 
share would be around 800,000 bales which would be difficult to harvest under 
existing labor conditions. 

In the Piedmont section, we are about to become overindustrialized. Available 
farm labor is at its lowest point in history, with no hope for improvement. Even 
with plenty of fertilizer and insecticides and machinery of all kinds that we can 
use to advantage, the present labor supply will hold the acreage down. Any 
increase in production will be largely due to favorable weather conditions which 
must prevail during both growing and harvesting seasons. 

Definitely higher prospective costs of production coupled with uncertainty of 
price are not encouraging enough to make farmers go cotton crazy. Any old 
farmer can and will tell you that 13 million bales of cotton will very likely bring 
more than 16 million bales in 1951. Laving aside all the arguments to the con- 
trary, there is no argument to convince him that he is wrong. 

Figure 13 million bales at 40 cents and 16 million at 34 cents. Of course, the 
40-cent and the 34-cent levels may be all wrong: but 13 million bales will bring 
a higher price than 16 million—come war or peace or price control or what have 
you. 

Our good agricultural agencies are giving forth good advice—keep vour farming 
operation well-balanced, look to the future of your land, live at home, and produce 
every bale of cotton that vou can. We agree. So do most farmers. 

There will be no general all out effort to grow cotton in South Carolina in 1951 
to the exclusion of everything else. Cotton farmers have had too many head- 
aches from surplus cotton production to be easily led into that position again, 
Charity begins at home. 


Senator Srennis. Is there anything else now? 

Well, gentlemen, I wouldn’t attempt to summarize this evidence for 
several reasons; one is that 1 am more or less a member of the jury 
and I have got to make a report with reference to this evidence, and 
the situation as I found it, in addition to the evidence, but I am going 
to point out just very briefly here a point or two that hasn’t been fully 
covered. 

In the first place, this stockpile idea is not exactly ridiculed, but it is 
treated lightly and highly discredited by the President, in the East 
and in the North, and in many of the farm journals. 

Now we dug into that and found out that copper, which I mentioned 
previously, we spent a lot of money stockpiling copper and we don’t 
produce all of our copper, and we don’t import all of it. We found a 
lot of that and stockpiled it, and very properly so. 

Now we are having to use part of that stockpile; the Munitions 
Board Chairman testified they were going to use it here within the 
next couple of days after he testified, not because of the increased 
situation because of the war, but because of a local strike out in the 
mines in the West. 

It just shows you how important it is to have these basic materials 
on hand for many reasons, not just because of some shooting, and as 
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you know also, we are stockpiling home-grown Egyptian cotton, and 
a great deal of this money that has been appropriated for the purposes 
of stockpiling or produced for the war has gone into that. 

Well, you take aluminum; that is a necessary item and a great deal 
of it has gone into the production of aluminum in the way of loans for 
building a plant to produce it, with a guaranteed price as to the 
product, and amortization time on the cost of the plant, if the private 
industry puts it up. 

So there is nothing radical or ridiculous in any phase of this stock- 
piling, but the primary emphasis here is that it is for military purposes, 
and that is why these hearings are here. 

Now another matter I want to mention is, there is stockpiling going 
on now, and planning going on now for textiles by the armed services, 
and we found that when we probed into that, they had been using 
their money for buying long-term contracts on hard goods, guns and 
tanks and other materials, and they knew they could get the cotton 
whenever they wanted it, nad they were just deferring it and deferring 
it, and were not placing their orders s, nor calling for any bids. 

Well the millers are just standing by waiting, they anticipated a 
certain amount of orders, but they were not getting them; it was 
another drag on the market while the market is still in the hands of 
the producer, and my point is that it just shows you an enumeration 
of things that the producer has to carry the load on, and I think this 
proof rounds out that situation and shows that he carried about all 
of the load he could, and about all he will; and unless there is something 
done for next year, this cotton is not going to be produced, and that 
is what I had in mind when I came down here to see what the proof 
was in that regard. 

Another point was the actual yard work as to the prospects for 
production for next year; and there is patriotism mixed in this, but a 
man has got to make what he puts out for his crop, and a little more. 

He has got to turn to these other things if he can’t do that. 

This proof shows there are other things you can do with marginal 
land and good land, and any other, and I am greatly impressed with 
the proof that has been developed. 

I wish Senator Hunt could have come along. He is a member of 
this subcommittee from Wyoming and he knows a lot about cotton; 
the only interest would have been from the stockpiling standpoint. 
I am sure he would have been impressed with this proof. I am going 
to relate it to him. 

Senator Bridges from New Hampshire, I wish he could have been 
here, but this is much more serious than I thought when we went into 
these investigations. 

It was much more serious from the standpoint of next year’s pro- 
duction than we had realized when we came down on yesterday. 

Mr. Smiru. My name is Mr. Smith from McGee, Miss.; regardless 
of what the Government does next year, in the light of the experience 
of the farmers in our area this year, 25 percent of our cotton men are 
coming out of cotton and going into permanent pasture; that is 
regardless. It is just in the light of the experience they have had 
this year with this program. 

Senator Stennis. Well that seems to be pretty uniform; you are 
from south Mississippi. We have had equivalent expressions from 
other areas. 
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Now I made a few memoranda here as I went along; I think it 
would be out of turn for me to try to give you a summary now on 
our conclusions, because as I say, I am on the jury, but this hearing 
has been very helpful, and I think it will be very helpful with reference 
to the situation next year, and I think it is going to be helpful with 
reference to the situation now. 

I wouldn’t attempt to say how helpful, I couldn’t say, but I am 
tremendously impressed here with the fact that we have such an 
essential war material that is highly dependent upon the will to 
produce. 

The farmer goes out and takes all of the risk that he does take 
subject to the risk of weather and such other risks, insects, and so 
forth, and should we have a call for an additional burden of machinery 
and all, the call would be for this same steel in war, and the labor 
required, when the demand for labor would be competitive, cost for 
chemicals, as has been brought out here, and the cost of fertilizers. 

I am tremendously impressed with the acuteness of the situation 
that could rapidly develop with such a small carry-over. 

I don’t believe as a people we realize it; I don’t think the Members 
of the Congress, outside of the South, realize it. 

I am sure our defense planners and our military men don’t fully 
appreciate it, and we certainly are going to try to impress them with 
it; let me caution you not to expect any immediate big things with 
reference to price or trends, or anything else. They have to be planned 
ahead. 

I think that is about all that I can say now. This Export-Import 
Bank feature is very important, as Mr. Whitten brought out, and 
I think they will be used considerably. This first loan is from Ger- 
many, but there is going to have to be a great deal of that to carry 
out this 5% million estimate for foreign production now. 

Mr. Reporter, will you put this newspaper article in the record, too? 

(The article referred to is as follows:) 


DiSALLE Weiaus MAkInG Sorr Goops OrpERS MANDATORY 


Wasuineton, September 5.—Price Stabilizer Michael V. DiSalle has under 
consideration a recommendation that the apparel, textile, and shoe manufacturer 
orders be made mandatory and be followed by ‘‘X”’ orders to make the Capehart 
amendment available to these producers thereafter, Fairchild News Service 
learned today. 

No decision has been made yet by Mr. DiSalle on the matter, according to a 
source in the Consumer Soft Goods Division, which has made the recommendations. 
The reasoning behind this recommendation, it is understood, is that a mandatory 
deadline could be set for these manufacturer orders without waiting until such 
time as the Capehart amendment is made available to the producers. 

The mandatory deadlines of the manufacturer orders involved: 

CPR-45, apparel; CPR-37, cotton textiles; CPR-—18, revised, wool yarn and 
fabrics, and CPR 41, shoes—were indefinitely postponed by OPS on August 9. 
The agency said such action was to preserve the status quo until it could issue 
orders to implement the Capehart amendment. 

It is understood that the Consumer Soft Goods Division has not reeommended 
any certain mandatory deadline for these four orders, but is more interested in 
getting permission to set some deadline. The recommendation calls for a manda- 
tory deadline on the orders, to be follewed, whenever possible, with ‘‘X’’ orders 
to make the Capehart amendment available on an optional basis. 


NO NEED TO WAIT 


It is understood that the thinking of certain officials that there was no need to 
wait until OPS has made up its mind on CPR 22 “X’’. CPR 22 “‘X”’ is a proposed 
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order to give firms covered by CPR 22 the advantage of the Capehart amendment, 
and it is currently regarded as the possible pattern for the other manufacturer 
orders. OPS has given no indication of when it might issue CPR 22 “X,”’ if it 
decides to use that method, but some officials have estimated that this proposed 
order could take until sometime this fall. 

One major policy question still unsettled, which might be holding up Mr. 
DiSalle’s decision on the request for mandatory deadlines on the apparel, textiles, 
and shoe orders is believed to be differences of opinion over two proposed formulas 
for use with the Capehart amendment. 

The one favored so far by top officials would tie overhead costs to a ratio of 
sales and thereby provide for price cuts, in some instances, where a firm’s volume 
had increased, but its overhead costs had increased at a less equal rate. The 
other formula would use a ratio of costs to sales only in the base period as a means 
of determining the percentage of allowable price increase if overhead costs went 
up at all. 


Senator Stennis. I would like to insert in the record at this point 
a telegram from Mr. I. F. Dale, a merchant and cotton producer of 
Prentiss, Miss. 
PrENTIss, Miss., September 19, 1951. 


Senator JoHN C. STENNIS, 
Care Peabody Hotel, Memphis, Tenn.: 


Cotton farmers appreciate beyond expression your efforts in behalf of a decent 
price for the high-cost cotton produced this year. Average cotton farmer won’t 
have anything left for clothing and winter supplies at the price of cotton. Every- 
body enjoys prosperity except cotton farmers. Foreign people enjoy good living 
at the expense of American taxpayers while cotton farmers, both tenants and 
landlords have to drag along without decent necessary living expenses from a 
crop that takes 8 months to produce and pick with all the fertilizer, labor, weevil 
poison, chances on weather, and weevil destruction. Fight for a decent price 
now in spite of the fact the Government has let the cotton farmers down. Asa 
merchant and cotton producer I know the facts. 

I. F. DALE. 

Senator Stennis. Did you gentlemen have something else? 

Well, I just want to thank everyone, on behalf of the subcommittee, 
the Armed Services Committee, and the entire Congress for your very 
fine contribution here, for your time and thoughts and energy. 
I just wish so much there had been a time when we could have gotten 
a number of men down here outside of the cotton area, but we are 
going to do our best to submit this message of yours to them, and we 
will just have to keep on working with reference to these items, but 
I want to reiterate that if this matter goes back to these plans for this 
1952 crop, I think they ought to be started right now. 

Nothing is going to be done unless someone in Washington realizes 
that this 1952 big production is far from a certainty; they consider it 
now a certainty. 

All right; if there is nothing else, I want to especially thank this 
young man who is our reporter; he did not come down from Wash- 
ington, but he has done a very fine job. 

Is there anything further? 

Well I want to thank these Members of the House of Representa- 
tives here for coming down here; we appreciate that. 

The meeting will be adjourned. 


x 
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